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Financial Highlights 



Fifty-two Weeks Ended 



December 26; 

December 28, 

Percent 

(dollars in miffions except per sfrnre amounts) 

1992 

1991 

Change 

Net safes. 

. $21,970 

19,192 

+ 14 

Beverages. 

. $ 7,606 

6,915 

+ 10 

Snack Foocts . 

. $ 6,132 

5,250 

+ 17 

Restaurants. 

. $ 8,232 

7,127 

+ 16 

Segment operating profits. 

. $ 2,502 

2,196 

+ 14’ 

Beverages. 

. $ 799 

863 

- 7* 

Snack Foods . 

. $ 985 

757 

+ 30' 

Restaurants. 

. $ 719 

576 

+ 25“ 

Income Before cumulative effect of accounting changes . 

. $ 1,302 

1,080 

+ 21 

Per Share. 

. $ 1.61 

1.35 

+19* 

Cumulative ffectff accounting changes .. . 

. $ (927) 

— 

— 

Per Share . 

. $ (1.15) 

— 

— 

Net income. 

.. $ ',374 

1,080 

-65* 

Per Share . 

. $ 0.46 

v V35 

-66* 

Cask dividends d^fared—Per Share . 

. $ 0.51 

0.46 

, + 11 

Net cas ft provided By continuing operations . . . 

. $ 2,712 

2,430 

+ 12 

PurcBases of prop erty, pkmt aruf equipment for cask . 

. $ 1,550 

1,45S 

+ 6 

Cask dividends paid . 

.. $ 396 

343' 

+ 15 

Acquisitions and investments in affiliates for cash . 

. $ 1,210 

641 


Return on average skarekofders' equity . 

. % 23.9 

20.7 



* These comparisons are affected By unusuaf items } including restructuring charges in Botk 1992 aruf 1991 and tke impact on 1992 results of 
adopting new accounting rules for retiree health Benefits and income ta^es. See "Business Segments" on page ZS for detaif of unusual items. 

Return on average shareholders' equity was calculated using income Before cumulative effect of accounting changes 


Net Sates 

($ in Miftions) 


2J970 



Net safes ftave grovmi at 
a compounded annual 
rate of 14.8% over the 
past Jive pears. 


Income From 

Continuing 

Operations* 

($ in Midions) 

1 : 2 



3$ 89 yo 91 92 


Income from continuing 
operations* fuzs grown at 
a compounded annual 
rate of 16.6% over the 
past five pears. 

* Before cumulative ejjfect of 
accounting changes in 1992, 


Income Per Sfrnre 
From Continuing 
Operations* 

(in Daffars) 


L61 



$6 89 90 91 9'Z 


Income per share from 
continuing operations* has 
thrown at a compounded 
annuaf rate of 15.9% over 
tfte past jive pears. 

f Before cumulative eject oj 
accounting changes in 1992. 


Tear-End Market 
Price Of Stock 

(in Doftars) 


42 ft 



The market price of 
PepsiCo Capital Stoc£ ftas 
grown at a compounded 
annual rate of 30.3% over 
tke past jive years. 
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Dear Friends; 



Wayne Calloway 

Chairman of the Board and Chief Executive Ojffcer 



hat a big, successful corporation tike PepsiCo is 
realty humming , we respond to consumers tike a great tfancer reacts to 
music. 

We're alert to each note. Our steps are fluid and powerful. We might not 
be as pretty as "Swan Lake," But to me we fuive a Beauty atf our own. 

Unfortunately, it isn't always that way. Success has a tendency to stow 
you down and make you. timid. Then, if the marketplace suddenly changes , 
you might find yourself dancing to yesterday's hit tune. 

That's why flexibility is such a centratpart of PepsiCo's management 
philosophy . We're not Big on tayers of management —too stow. We resist 
centralization — too confining . Locat managers have a remarkable amount of 
authority and power—because they're the ones ctoscst to our customers. 

That vision, at the core of PepsiCo, has generated outstanding results for 
27years. Earnings have grown an average 15% ayear and our performance 
has actually accelerated as we’ve grown bigger. 

This year's annuat report puts PepsiCo's “flexible” management phi (os o- 
phy at center stage, Because it's ready what keeps us on our toes. More Cater, 
But first a review of 1992. 


1992 in Review 

We had an excellent year. Sates and ongoing operating profits climbed 
sharply . But Because we adopted some required noncash accounting changes 
and took some one-time restructuring charges , the reported earnings disguise 
some great results. 

Some highlights: 

• Excluding these unusua£ items, net income rose 21% to $ 1.4 Biffion and 
earnings per share increased20% to $1.80. 

• SaCes reached $22 Billion, an increase of 14%. 

• Dividends per share increased 11% to $ 0.51, marking our 21st consecu¬ 
tive year of dividend growth. 

• The price of a sfiare of PepsiCo stock increased 25%, far exceeding the 
S&P Industrials’ growth of 3%. 

• Ad our fines of Business achieved double-digit sales growth, with Bev¬ 
erages up 10%, snack foods up 17% and restaurants up 16%. 

• Ad our fines of Business achieved strong ongoing profit growth, with 
Beverages up 12%, snack foods up 19% and restaurants up 19%. 

• Cash from operations increased 12% to a record $2.7 Bitfion. 

Most important, during 1992 we continued to reshape our core Busi¬ 
nesses, dancing to the ever-changing tune of the marketplace . This reshaping 
gives us a jump on the future, which is, of course, the whole point of the 
“flexible corporation” 

Further into this report, in the operating review section, we describe 
some of what we achieved in 1992 and our overaff strategy. I also provide 
some perspective onjuture opportunity. 

Here, I’d like to discuss the vision that motivates our actions. 
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Tfte PftiXosopfty of tfte F(e*i6fe Corporation 

Maybe some corporations have succeeded over the years without changing 
much, but I doubt if they sell consumer products. The marketplace just won't 
letyou stancf stiff. 

As a category [coder, we have to dance as fast as we can, afways develop¬ 
ing new ideas to keep the consumer interested. At the same time, because we 
don't hove a monopoly on imagination, we must respond to new ideas from 
our competitors. Who would have thought that clear soft drinks would 
become hot in the 1990s? I certainly didn't, but consumers did. 

Aff of which says consumer products companies have to cons tanify fight 
rigidity and inertia, two natural by-products of size and success. 

In our battle to beat the dark side of bigness, PepsiCo works to create a 
highly charged corporate atmosphere that's motivating and, at the same time, 
nonthreatening . Ida can't punish people for making mistakes and stiff 
expect them to be innovative. You've got to be supportive and encourage them 
to learn from mistakes. 

At our best, we've been able to cultivate a kind cffree flowing, flexible 
management style that can ready get things done. The right controls remain, 
but without thousands of hidebound rules, battalions of supervisors and 
mountains of paperwork. Instead, we’ve tried to dispense large doses of per¬ 
sonal responsibility to everyone in the organization. 

When we get it right, we flourish. The atmosphere keeps us fast, flexible 
and consumer focused. 

How are we doing? Well , we measure our "flexibility quotient" on three 
levels; Our skiff at adjusting broad corporate strategy to meet new business 
conditions, the adaptability of our operating divisions to marketplace 
changes and, most important, the willingness of employees to ready stretch 
to satisfy their customers. 

Here are some examples: 

Bending in New Directions 

PepsiCo made an important and far-reaching adjustment in our corporate 
strategy in the mid-1980s. Up until then, almost all of our profits came from 
the U.5. —all very solid, safe and reassuring. But with one exception; 
potenticdfor growth. Because only 5% of the world’s population lives in the 
U.5., we thought it was just too small a base from which to grow. 

We began to expand inter nationally. Since that time, we've invested over 
$5 billion in our internatiorud businesses. Today, about 20% of our operat¬ 
ing profits come from outside the U.S. and our investments give us a strong 
base for far greater growth in the coming decades. 

For us, global expansion has been a big jump forward. 

Adjusting tfte Operating Divisions 

At the division operating level, we did much more. 

As the 1980s began to fade, we noticed subtle shifts in the marketplace. 
There were distant rumblings. It wasn't that consumers wanted less quality. 
They just wanted to pay less money. They also wanted much more service 
and plenty of exciting new products. 

Though sales and profits were 6ooming, we thought it time to take new 
steps. Every single operating division took it upon itself to confront this 
new challenge. In some cases, we needed to restructure, in aff cases, basic 
assumptions were held up to the light, re-evaluated and redefi ned. 

The most publicized example was Taco Bell. Back in 1988, Taco Bell had 
a significant market insight. They saw high prices driving consumers out of 


Net Sales 
Total: $21,970 

($ inMifticms) 



Snack Poods 
$ 6,132 
28 % 


Beverages 

$ 7,606 

35% 


Restaurants 

$8,232 

37 % 


Segment Operating Profits 
Total $2,502 

($ in Miliums) 



Snadt loads 
$985 
39 % 


Beverages 

$799 

32 % 

Restaurants 

$719 

29 % 
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Segment Capital Spending 
Total; $1,547 

($ lti Millions) 


Snack roods 
5446 
29 % 


Beverages 
$3 44 
22 % 


Restaurants 

5757 

49 % 



Segment Capital Spending 
Total: $1,547 

($ in Miliums) 



Domestic 

51,051 

68 % 


International 

5496 

32 % 


quick service restaurants. A family of four co uld easily spend more than 
$20 for [uncfv at some quick service restaurants. Hardly a good deal. 

Taco Bed had a powerful one word answer: “Value. That meant radically 
reduced prices coupled with differ quality and improved service . To produce 
this triple play Taco Bed totally reorganized its Business* 

Out went management layers; in came empowered restaurant managers. 
Taco Bell developed new technology to improve efficiency and slash costs. 
Performance standards were raised and operations streamlined. 

The rest is history. Taco Bell changed the direction of the quick service 
restaurant Business and do uB led its system sales in just four years. 

PepsiCo's otheT operating divisions danced to a similar tune. 

At Trito-Lay and Pepsi-Cota we reorganized, targeting improved cus¬ 
tomer service, tower costs and increased operating efficiency. Brito-Lay 
totally revised the quatity standards for its major products, improving taste, 
texture and appearance. Pepsi-Cota is turning itself''Right Side Up” to 
Setter serve customers. 

KTC atso made Big changes. Faced with older restaurants, a narrow prod¬ 
uct line and an outdated reputation, KFC Began to introduce new snacka&le 
items and other products. Service was improved and its image upgraded 
substantially. 

Pizza Hut, starting in the mid-1980s, changed its Business mission, 
going from a pizza restaurant operation to a "pizza distriBution company." Tn 
the years since, they've " pizza-ized” much of America, expanding through 
delivery, cany-out and kiosks. 

It's all aided flexibility. Being able to move with grace, poise and con¬ 
fidence* And the results can Be downright Breathtaking. Over the past jive 
years, each of our three fines of Business more than do uB fed ongoing profits. 

in sum, jTe#i6ifity is not just a phrase or catchword. It's a true. Business 
building strategy that vastly increases competitiveness and makes us grow. 

Ffe*i6i£ity on a Human Scale 

Even though PepsiCo has cfemonstrated great flexibility in Both market and 
organizational strategy, the real test is up cfese and personal, where it 
counts. The question: Do PepsiCo employees five the philosophy of flex¬ 
ibility in day-to-day Business transactions? Here's our answer. 

A while back, one of our KEC managers in Manhattan, Rudy Ldghill, 
received a cahjrom a customer complaining that his carry-out order was 
wrong. He ordered one thing — But arrived home with something else , 

When the complaint came in, Rudy could have shrugged his shoulders 
and apologized. But that J s not Rudy. He jumped into a taxi, raced through 
Manhattan streets and personally handed the correct order to the customer. 

Aft corporations dream ahout this kind of initiative, But seldom get it. 

The reason: Too many controls and too much supervision stifle the people on 
the scene. They feel restricted, intimidated or bored . Tortunately for us, Rudy 
trusted his supervisor enough—and his company—to know he wouldn't be 
second-guessed. 

Tb me, that's t he very definition of a flexible corporation. 

Incidentally, the KFC customer called Back the next day and ordered 
75 additional meals for a parly that weekend. Flexibility has its rewards. 

Wfiat It Takes 

At PepsiCo, two strong Beacons of light guide our day-to-day activities and 
encourage corporate flexibility. First is a very strong commitment to Business 
results. Second is a high level of corporate and personal integrity. 
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Commitment to results is pretty obvious. Ton can't have much success 
without excellent individual performance by fats of people. But it's integrity 
that really makes the difference. 

Independent actions, no mutter how good, are only elective if they are 
choreographed into something powerful. That requires teamwork ami 
seriessness, 6otfx unattainable without an except ionat degree of integrity 
tfiroug fiout the organization. 

We mean more tfum basic honesty, important as that is. We mean things 
such as carufar and openness, even codegiality. We mean a deep-seated sense 
of confidence and a unity of purpose with your fellow workers, your boss, 
your division president—everyone. 16 u trust in your colleagues, you trust in 
your company, and you trust in your collective ability to win the future. 

That's how you get a flexible corporation. And, it's to that which 
PepsiCo aspires. 


A Word of Appreciation 



f course, it's afways people who get you where 


you want to go. In that regard, I want to thank our more than 3 70,000 
employees, our franchisees, our business partners and our suppliers. I also 
want to thank the people who make it aft possible —those customers and 
consumers who buy our products. 

A special thanks goes to one of PepsiCo's most "flexible" fang-time execu¬ 
tives, Board Member Michaef Jordan, who retired this year. He will be 
greatfy missed. 

Joining our Board is R Roy Vagefas, M.D., chairman of the board, presi¬ 
dent and chief executive officer of Merck St Co., Inc. Pretty flexible himself, 
Rcy's been a great help already and we welcome him with open arms. 

On a very sad note, just prior to publication of this report, Bob Enright, 
our vice president of taxes, died in a tragic accident. Bob made an enormous 
contribution to PepsiCo. He was an extraordinary business leader and a 
great fiend. 

Afnal thought to our shareholders : Martha Graham once said that 
“nothing is more reveaiing than movement." True enough , even with corpo¬ 
rations . We think movement — gracefully and artfully directed— will reveal 
growing prosperity for our investors. Last year was great and 1993 should 
be, too. One thing about flexibility: It alfaws us to bend over backwards on 
your behalf 



Wayne Calloway 

Chairman of the Board and Chief Executive Officer 


Return on Average 
Shareholders' Equity* 

(Percent) 


2C3 



b'S S3 30 91 31 


*Bas ed upon income from continuing 
operations (before cumulative effect 
of accounting changes in 1992). 
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A Wefl^Positione^f Past 



ack at 

the turn of the century when soft 
drinks were a novelty, our consumers 
were satisfied witfi one soft drink— 
Pepsi-Cota—and one way of buying 
it—at tfte soda fountain. 

As our consumers changed and 
wanted more variety we added new 
cftannets of distribution, more pack¬ 
ages and soft drinks: Diet Pepsi, 
Mountain Dew, Caffeine Free Pepsi, 
Caffeine Free Diet Pepsi, Slice and 
Mug brands . 

Along tfte way, we expanded into 
inter national markets and Began dis- 
tri 6 uting 7 UP and Mirinda Brands 
outside the U.S. 

Aided by lifestyle changes , Better¬ 
tasting diet products and tfte "cold 
wars/ tfte U.S. soft drink industry 
grew. 

By 1991, soft drinks were a 
$47 billion retail business in the 
U.S,, but growth had begun to stow 
down. U.S. consumers were increas¬ 
ingly seeking variety in soft drinks. 
And a new category of Beverages 
containing natural ingredients, 
witftout preservatives — a category 
that's become known as "new age” 
Beverages—was emerging. 

Outside the U.S., tfte. situation 
was very different. Most people were 
just beginning to enjoy soft drinks, 
so providing convenient packaging 
and increasing distrifiution were key 
challenges. 


Art Adaptable Present 

laced with these challenges, we rec¬ 
ognized we had to do several tftings 
to ensure continued growth. In tfte 
U.5., we had to improve customer 
focus while increasing efficiency, and 
we had to respond to the Broadening 
"new age” Beverage market. 

Outside tfte U.S., we had to 
invest in tfte Business to increase tfte 
kinds of packaging we offered and to 
accelerate distriBution of our 
products. 

Here are some highlights of what 
we did to pursue tftese strategies in 
1992 and some of our acftievements. 

• U.S. sales were up 6 %, and profits, 
excluding unusual items, were 

up 10 %. 

• International safes and profits, 
excluding unusual items, were up 
22 %. 

• Worldwide retaif safes of our 
Beverage products readied nearly 
$Z8 billion, 

• Intanationatvotume was up 7%, 
including double-digit growth in 
key markets such as Mexico, Saudi 
AraBia and Argentina. We also 
acfiieved double-digit growth in 
important emerging markets sucft as 
Pakistan, India, China and Poland. 

• In tfte li.S., we're resftaping our 
organization to Be "Rigftt Side Up/ 
so tftat tfte entire company is dedi¬ 
cated to meeting customer needs. 

Tfte new organization eliminates 


I (dyers of supervision, creates more 
efficient work processes and enables 
us to serve customers Better. 

• In tfte U.S., tfte Brand Diet Pepsi 
campaign — "You've Got Tfte Rig fit 
One Baly, Uft Huftf ” — ftetped con¬ 
vince consumers to Buy Diet Pepsi . 
Video Storyboards named Ray 
Cfiarfes, tfte campaign's star singer, 
tfte most persuasive cefeBrity 
spokesperson . 

• Pepsi launched its "Gotta Have It" 
campaign for Brand Pepsi. During 
the summer, 40 million "Gotta 
Have It” cards were distri6uted in 
tfte U.S. Tftty provided cardholders 
with discounts on a range of con¬ 
sumer products. 

• In tfte U.S., we introduced "Get 
Vertical,” our new advextisingfor 
brand Mountain Dew. Tfte first net¬ 
work television commercial for brand 
Diet Mountain Dew — "Do Diet 
Dew”—was aired. Combined 
Mountain Dew Brands volume 
cfimftedS%. 

• We formed a partners ftip wit ft 
TftomasJ. Lipt on Co,, owner 

of the numBer one tea trademark in 
tfte U.S. In Map, we introduced 
Lipton ready-te-drink teas in 
unsweetened and sweetened ver¬ 
sions, In September, we launched 
two flavors: raspberry and peach. 

■ We entered an agreement to 
distribute single-serve Bottles and 
cans of Ocean Spray products in 
tfte U.S. Ocean Spray is tfte number 


(S In Millions) 

Domestic 

International 

Total 

Safes 

$5,485 

$ 2,121 

$7,606 

% Change 

+ 6 

+ 22 

+ 10 

Profits 

$ 687 

$ 112 

$ 799 

% Change 

- 8 * 

_ 4 * 

-7' 


"These comparisons are affected by unusual items. See poge 28. 
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Beverages 
Net Sales 

% Of Tatm Net SiiUi 
(S m Millions) 


7^!6 



6$ 89 90 91 92 


Beverages 
Operating Profits 

% Of Totaf Segment 
Operating Profits 
($ in Muiions) 

£63 

i ™ 



32 $ 3 *? 35 'S. 39% 32% 


88 m 90 91 92 


Beverages 
Capital Spending 

% Of Total Segment 
Capital Spending 
($ in Millions) 

■Jiti 


268 



23 % Ett 22 


$$ 89 90 91 92 


one non-refrigerated juice trade¬ 
mark in supermarkets. 

• We expanded distribution of Gw 
Ad Sport isotonic sports drink to a 
quarter qftheU.S. 

• In the U.S V we increased sates of 
our HZOfil sparkling water and 
began distributing Avalon, a stiff 
water. 

■ We introduced brand Crystal Peps i, 
a unique-tasting clear cola with 
100 % naturalflavorsj no caffeine 
and no preservatives/ in the U,5, 
Crystal Pepsi was named one oft fie 
best new products of1992 by Time 
magazine . 

• Outside tfie U.S. and Canada, we 
continued to buffd our reputation 
among tfie world's youth by featur¬ 
ing pop singing star Michaeljackson 
in our advertising and sponsoring 
fits worldwide concert tour. 

• We introduced Diet Pepsi in eight 
additional countries. Diet Pepsi is 
now available in about 75 countries 
and territories. 

• We jbrmed a joint venture with 
Eastman Chemical and two (deal 
companies in the Rep u 6 tic of 
Belarus, in tfie Commonwealth of 
Independent States, to produce 
plastic for beverage bottles. Eight/ 
convenient 6 ott£es make it easier 
to carry our products home. 

• We introduced ourpfastic return¬ 
able bottle (PRB) in Austria/ 

Finland and Sweden. This unbreak¬ 
able/ environmental!}/ sound bottle 
is now in 12 countries and is gen¬ 
erating double- digit volume gains 
almost everywhere it's been 
introduced. 

■ We entered a new vending part¬ 
nership with PepsiCo Foods 
International^ and Mars Confections 
in Europe. 

• We strengthened our international 
business via acquisitions totaling 


about Haifa billion doflars during 
1992, We entered into new 
joint ventures in Mexico, Japan, 
Australia and Cambodia. 

• In early fiscal 1993, in Spain/ we 
acquired Kas S.A V owner of several 
of that country's most popular ffuit- 
ffavored beverage brands. We also 
bought out our joint venture partner, 
Kndrr Etorza S.A., which manufac¬ 
tures and distributes Pepsi-Co£d and 
Kas products . 

• We entered the IsraeCi market 
through a franchise agreement with 
Tempo Beer Industries/ one of that 
country's largest beverage producers. 
We quickly captured more than 15% 
of the market. 

• Early in 1993/ we began testing 
a breakthroughproduct called 
Pepsi Max in two international 
markets. Our new brand has a 
unique 6 lend of sweeteners (not yet 
approved for use in the U.S.J that 
delivers maximum cold taste in a 
no-sugar product. Developed 
exclusively for the international 
market/ we expect Pepsi Ma# to 
appeal to consumers who want 
ihefuff taste of regular cola without 
the sugar. 

A Fte#i6Ge Future* * * 

A Chairman's View; 



syou 

can see, we're doing a Cot that's new 
in pursuit of continuous/ accelerated 
growth. 

To me, we've effectively accom¬ 
plished two big things over the past 



lutrodWetf 1984. Estimated 1992 
Retail Safes: $600 Mlffum. 

























coup fe of years: we've expanded t Be 
scopt of our domestic Beverage Busi¬ 
ness and we've created a strong Base 
for accelerated interruitionalgrowtB. 
TBat gives me great confidence that 
we can continue to grow oui bev¬ 
erage business for decades to come. 

Think of it tBis way: Tftere are 
some 53 billion thirsty people in 
the world. In tBe U.S., each person 
tfrinfcs aBoutl83 gallons of liquids 
per year. If international consumers 
drank liquids at tBe U.5. rate, and 
we provided just 3% of their needs , 
our Beverage system would be four 
times as Big as it is today. 

We're aiming a Cot BigBer than 
that . 

We expect our move in tBe U.S. 
from- a traditional carbonated soft 
drink company to a to tat Beverage 
company , along wit ft internationaf 
expansion, to provide strong growtfi 
in 1993. 

Management's Analysis 

(See '"Management's Analysis — Overview" 
on page Z6 and "Easiness Segments" on 
page 28.) 

1392 vs, 1991 

Worldwide net sates increased 10% 
to $7.6 billion. Domestic sates rose 
$314 mittion ( 6 %) to $5.5 billion . 
Excluding acquisitions offranchised 
6 ottfing operations, domestic sates 
grew $134 mittion (3%). Tfus 
growtfi was driven By higher pack¬ 
aged product andfountain syrup 
pricing to retailers and higher con¬ 
centrate pricing to franchised 
bottlers. 

International sales rose $3 77 
million ( 22 %) to $ 2.1 billion. 
Excluding acquisitions of franchised 
bottling operations, principally in 
Canadaj sates grew $186 million 
(11%). Tfus growtfi reflected concen¬ 


trate price increases, ted By Latin 
America, and ttie comBined impact 
o| volume gains and higher pricing 
in existing bottling operations. 
ABouil $30 million of the sales 
l r unease came Jrom growtfi in con¬ 
centrate s dip ments. TBe JavoraB te 
iranstation impact of a weaker ITS. 
dollar contriButed aBout $25 million 
to tfte sates gain. 

Beverage retail sales volume is 
measured in system bottler case sales 
(case sates), consisting of sates By 
company-owned and franchised bot¬ 
tlers to retailers of packaged products 
and fountain syrup. Domestic case 
sates increased 1% over 1991, driven 
By gains in tBe Mountain Dew 
Brands and tfite new Brand Crystaf 
Pepsi and Lipton tea products, par- 
tially offset by a decline in Brand 
Pepsi. Case sales qffbuntain syrup 
grew at a faster rate tfum packaged 
products. International cast sates 
rose 7%, due to growtfi in utmost att 
key markets, witB a double-digit 
increase in Mexico, tBe largest mar¬ 
ket in case safes, partially offset by 
declines in Brazil and Caiaada. Emerg¬ 
ing markets in Asia and Eastern 
Europe atso aided case safes growtfi. 

Worldwide operating profits 
dectined 7% to $799 mittion. 
Excluding $167.4 mittion in 1992 
unusual items, profits were up 12 %. 
TBe unusual items were comprised 
of $145 mittion in restructuring 
c/xarges ($115.4 million for 
domestic and $29.6 mittionfbr 
international) and $22.4 mittion in 
incremental expenses due to adopt¬ 
ing new accounting rufes. TBe 
1 domestic cBarge relates to an organi¬ 
zational restructuring designed to 
improve customer focus by reatign- 
ing resources consistent witB 
P epsi-Cola's "Right Bide Up" oper¬ 
ating pBifesopBy and to a redesign 


U.S. Consumption 
in Pepsi-Cold's Beverage 
Categories 
Pepsi-Cota Sfrare 
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Pepsi-Co fa's beverage categories, 
including soft drinks, tea, bott led water 
andjuices, accounted jot about 40% of 
nil beverages consumed. Pepst-Cofa 
products were about 20% of 
tliese combined categories. 


U.S. Soft Drink 
Industry Retail Safes 
Pepsi-Cota Share 



US. retail safes of soft drinks 
exceeded $47 billion. 

Peps i-Cofa brands accouutjbr 
nmr(y on^-tfiinf of the industry. 








RetaifSat£s: $15.1 Million. 


Acquired 1986, Estimated 1992 Ret aiiSaks (Diet and Regular): 
$1.8 Billion. (PepsiCo owns brand 7UP outside tlxe U.S.) 

















U.S. Soft Diink 
Consumption 
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IX S. $ofl lrin£ co resumption 
reached 48 gallons per person. 


U.S. Soft 19rink 
Industry Cose Sales 
Growth in Supermarkets 
vs. Pepsi-Cota System 
Growth 1992 


2 . 6 % 



rrwtiLStT}' jPtpu-Cdfci 

Pot si-Cota's carfionatel 
soft dnnii vofunte 
in U.S. supermarkets 
tp-ew faster than the nutastiy. 


of key a!ministrative and kusiness 
processes- The organizational 

restructuring was committed in 

1992 an! the redesign of core pro¬ 
cesses is currentfy underway. 
Impfementation of the redesigned 
processes is e^pecte! to begin in 
1994- The charge includes provi¬ 
sions/or costs associate! with 
redeployed an! !ispface! employees , 
the redesign of coreprocesses an! 
office closures. The internationat 
restructuring charge includes 
$18.5 midion to streamfine a newly 
acquire! Spanis hfxanchis e! bottfing 
operation, which was formerly a 
joint venture. T he remaining $11.1 
million represents costs associate! 
wit! streamlining tfie worldwide 
field management organization. 
These restructuring actions, when 
fully implemented, are e*pecte! to 
result in annual domestic and inter¬ 
national savings approximating 
$105 miffion an! $14 miffion, 
respectively, providing additional 
resources to reinvest in tfie busi¬ 
nesses an! strengthen Pepsi-Cofa's 
worldwide competitivepositicn. 

Tfie new accounting rules for retiree 
health benefits an! income ta#es 
resulted in incremental expenses of 
$16-1 million (almost a! domestic) 
and $6.3 million (a!domestic), 
respectively. Totall993 expense for 
retiree health benefits is projecte! to 
be approximately $12 million Cess 
tfian tfie total 1992 expense due to 
tfie impact of recent plan amen!- 
ments described in Note 11. 

Worldwide profits included amor¬ 
tization of intangible assets 
(principafly domestic) of $138 mil¬ 
lion in 1992 an! $118 million in 
1991- Tftis increase reflects tfie 
impact of tfie new income tax 
accounting rules and acquisitions. 


Domestic profits declined 8% to 
$686 midion. Excluding tfie 1992 
unusual items, profits grew $78 
million {10%). Tftis growtft was 
!riven by higher prices tfiat exceed!! 
cost increases. Tfie higher costs 
reflected growth in operating an! 
a!ministrative expenses, partially 
offset by lower ingredient and pack¬ 
aging costs- Acquisitions added $11 
million to profit growth. The domes¬ 
tic profit margin, excluding tfie 
1992 unusual items, grew one-half 
point to 15.0%. 

International profits decreased 4% 
to $112 million. Excluding tfie 
1992 unusuaf items, profits 
increase! $25 midion (22%). 
Higher concentrate sfiipments a!de! 
about $20 midion an! acquisitions 
contribute! $ 8 million to profit 
growth. The net impact of concen¬ 
trate price increases that exceeded 
higher operating expenses , led by 
Latin America, also contribute! to 
the increase. Profits fell in bottling 
operations in Canada , reflecting 
decfines in industry safes and 
intense competitive activity. Profits 
included gains on safes of assets of 
$3.1 midion in 1992 an! $5.7 mif¬ 
fion in 1991. The internationat 
profit margin, excluding the 1992 
unusuaf items, was unchanged 
at 6.7%. 

In 1992, Pepsi-Cota entere! into 
a new, fewer cost, feng-term supply 
agreement for NutraSweet bran! 
aspartame sweetener with its cur¬ 
rent suppfier. The new agreement 
begins in 1993. Because of the 
dynamics of the flighty competitive 
beverage industry, management can¬ 
not reasonably predict the effects, if 
any, of the new agreement on future 
operating profits of the segment. 
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Intemationof 
Soft Drink Industry 
Case Sales 

Pepsi-Cota and 71IP S hare 



Pepsi-Co fa and 7UP brands tire 
avadobfe in 155 countries and 
territories outside tJre U.S, and 
mxount for nearfy 18% of the 
international sof drink industry. 


International Soft Drink 
Consumption vs. 

U.S. Consumption 
(Gaftotis Per Capita] 



Annual per capita consumption of 
soft drinks around the, world is tew 
compared to U.S. rates. 




1991 vs, 1990 

Worldwide net sales increased 6% to 
$6.9 billion. Domestic sales rose 
$137 million (3%) to $5,2 billion. 
The domestic advance reflected 
acquisitions of franchised Bottlers, 
which contributed $122 million, 
and higher concentrate pricing that 
was partiady offset by lower prices 
to retailers in Bottling operations. 

International salts grew $255 
midion (17%) to $1.7 billion. Of 
this increase, acquisitions offran¬ 
chised Bottlers, principally in 
Canada, contributed $ 76 miffion 
and volume growth provided aBout 
$65 million, led by higher concen¬ 
trate shipments to Latin America 
and Canada and finished product 
sales to franchisees in Japan. Tfie 
Balance of the growth was primarily 
due to higher prices led by Latin 
America. 

Domestic case sales were 
aBout even compared to 1990, But 
rose 2% eluding the impact of the 
Burger Kingjbuntain Business Cost 
to a competitor in 1990. This per¬ 
formance was driven by gains in the 
Mountain Dew and Diet Pepsi 
Brands, partially Ojffset by a decline 
in 6rand Pepsi. International cast 
sales increased 6%, But rose 8% 
excluding the impact of the halt in 
August 1990 of concentrate ship¬ 
ments to franchised BottCers in Iraq. 
This performance was driven by 
double- digit growth in Latin Amer¬ 
ica led by Argentina. Case safes 
growth was aided by emerging mar¬ 
kets such as India and China. 

Worldwide operating promts 
advanced 12% to $863 million. 
Excluding 1990 unusual charges of 
$10.5 million for receivables 
exposures related to highly leveraged 


1 domestic retaif customers, profits 
were up 11%. 

Worldwide profits included amor¬ 
tization of intangible assets (prin¬ 
cipally domestic) of $118 midiou in 
1991 and $111 midion in 1990. 

Domestic projits rose 11% to 
$746 million . Excluding the 1990 
unusual charges, profits grew $ 62 
midion (9%). Acquisitions affran¬ 
chised bottlers provided $ 7 midion 
of this increase. The balance of the 
profit growth reflected higher concen¬ 
trate prices and Cower ingredient 
costs, partially offset by higher mar¬ 
keting costs and Cower prices in 
Bottling operations. Tfie domestic 
profit margin, excluding tfte 1990 
unusuaC eftarges, grew almost one 
pointto 14.4%. 

InternationaCproflts increased 
$23 midion (25%) to $117 mif- 
tion. This performance reflected 
aBout $15 million from higher con¬ 
centrate shipments and $5.7 midion 
in gains on asset sales, consisting of 
the sale to a third party of certain 
notes receiva6£e previous ty written- 
off and tfte sale of an unused cortcen- 
trate plant. Price increases were 
largely offset by higher operating and 
marketing expenses led by Latin 
America. The international profit 
margin increased by almost one-half 
pointto 6.7%. 
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A Wett-Positione*f Past 



long as most people can remember, 
Frilo-Lay has Been the biggest snack 
1 chip company in the U.S. The com¬ 
pany started about 60 years ago 
with two brands — Fritos corn chips 
and Lay's potato cfiips. Cftee-tos 
Brand cheese flavored snacks came 
next and then Doritos tortilla cfiips, 
our 6iggest Brand in tfie U.S. By 
tfie end of the IS 8 Os, we had eight 
of the 10 largest-selling snack cfiip 
Brands in tfie U.S. 

Very early on, we realized that 
there was great opportunity to repli¬ 
cate Trite-Lay's success worldwide. 
By 1966, we were in si# markets 
outside the U.S. and in some, like 
Mexico, we had enormous success. 
In tfie 198 Os, we decided to commit 
major resources to international 
snacks and we embarked on an 
aggressive acquisition program. By 
1991, our snack foods were available 
in 23 countries . 

White PepsiCo's success witfi 
snack foods was extraordinary^ we 
faced a number of challenges as we 
entered tfie 1990s. In tfte U.S., tfie 
market was becoming more competi¬ 
tive, in terms of Both price and 
product quality. 

Worldwide , we saw tremendous 
opportunity to enter new markets , 

But we also needed to integrate some 
large acquisitions, just as recessions 
hit key international markets. 



An Adaptab te Present 

The strategies we are using to meet 
these challenges are multifaceted. 

First, to meet the increased 
competition , we reorganized our 
domestic business in 1991 to 
streamline it and focus more on our 
customers. Then, we improved the 
quality of our potato chip Brands, 
and we marketed them more 
aggressively than ever before. 

Overseas, we Began Buifding our 
business through acquisitions and 
by entering into Business partner¬ 
ships that would provide greater 
distribution of our products as wed 
as develop new products. At the 
same time, we Began restructuring 
some of our existing operations. 

In 1992, we took many actions 
in support of these strategies, and we 
achieved excellent results. Here are 
some highlights and some of our 
achievements. 

• U.S. safes were up 6%. Projits, 
excluding unusual items, were 
up 13%. 

* Driven By acquisitions, inter¬ 
nationaf safes and profits, excluding 
unusual items, were up 44%. 

• Worldwide retail safes of our snack 
brands reached nearly $11 billion. 
U.S. retailsafes reached nearly 
$5.6 Billion. International system 
retail sales exceeded $5.0 Billion. 

* U.S. snack chip pound volume was 
up 7%. International systemwide 


snack chip kilo volume was up 2%. I 
- In the U.S., we added 11,000 
accounts and more than 460 routes. 
Our marketing activities resulted in 
some 14,000 additional super¬ 
market displays and 12 additional 
miles of shelf space. 

• We significantly improved the 
quality of our leading potato chip 
Brands, Lay's and Ruffles, making 
them tastier, crispier and crunchier, 

• Frito-Lay staged "Doritos Day/ 
where in 24 hours over 13,000 
Frito-Lay employee volunteers dis¬ 
tributed more than jive million 
samples and free coupons for new 
Naeho Cheesier Doritos Brand tor- 
tilfa chips in 11,000 retail outlets. 

• We introduced two new varieties 
of Doritos Brand tortilla chips, two 
new sizes ofTostitos brand tortilla 
chips and a new flavor of Sunchips 
Brand multigrain snacks. 

• We expanded our distribution 

through non-traditional channels. ^ 

For example,, in the U.S,, Sunchips 
brand multigrain snacks and 

Rofd Gofd brand pretzels are now 
served to travelers flying on I 

American Airlines. 

• We paved the way for major 

growth in Europe. PepsiCo Foods | 

International (PH) formed a joint 
venture with General Milts, Inc. 

The new company Snack Ventures 
Europe, is the continent's largest 
snack chip company. It combines our 
snack Businesses in Spain, Portugal 


($ In MiflxotisJ 

Domestic 

International 

Total 

Sates 

$3,950 

$2,152 

$6,132 

% Change 

+ 6 

+ 44 

+ 17 

Profits 

$ 776 

$ 209 

$ 955 

% Change 

+ 26* 

+ 49* 

+ 30* 


‘Tfiese comparisons arc affected by unusual items. See page ZS. 
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Snack Foods 
Net Safe 

% Of Total Net Safes 
(5 in Mifeians) 


6J32 
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Snack Poods 
Operating Profits 
% Of Total Segment 
Operating Profits 
(| in Muttons) $$$ 


$93 

. ■ 

77 ll 

l ■ l 



4T.',. 91 % -ll'* - . 

15 % 
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Snack Foods 
Capital Spending 
% Of Total Segment 
Capital Spending 
($ in. Millions) 44 a 



88 89 90 9i 9. 


and Greece with tfie snack Busi¬ 
nesses of General Mills in France, 
Belgium andthe Netherlands. lire 
new venture will develop new prod¬ 
ucts, as well as market existing PFI 
and General Mitts fends. 

• In Canada, we Bought out our 
joint venture partner in Hostess 
Frito-Lay, Canada's numBer one 
snack chip company. 

• In Mexico, we now have a control¬ 
ling interest in our Gamesa cookie 
Business* 

• We launched 34 snack chip prod¬ 
ucts in international markets. This 
included everything from our gtoBal 
6 rands such as Ruffles Brand potato 
chips in Poland to specialty products 
like Fonzies 6rand corn snacks in 
Chile. 

• We continued to build our inter¬ 
national cookie and confectionery 
Businesses. Today, these snacks 
account for about one-jourth of inter¬ 
national system retail safe. 

A Ffe#i6Ge Future... 

A Chairman's View: 

see an 

extraordinary future for our snack 
food Business. Frito-Lay's ability to 
continue to improve its products and 
* come out with new products shows 
me we have great momentum. 

Overseas, we're currently buck¬ 
ing some rough economies. But 
we're factoring that into our plans 
and working to be the low cost 
competitor. 

Most important, we now have a 


structure in place that allows us 
to really 6uitd the Business in our 
key iniernatiorml countries. For 
example, we're consolidating our 
Smiths and Walkers Businesses in 
| the United Kingdom and we're 
improving efficiency at Gamesa in 
Mexico. 

Our snack food products are now 
available in 27 countries. But that's 
only aBout one-si#th of the countries 
where our Beverages are available, so 
you can Be sure we'd Be increasing 
our presence throughout the world. 

I see snacks continuing to grow 
in 1993 a nd for years to come. 

Management s Analysis 

(See '^Management's Analysis — Overview" 
on page 26 and "Business Segments" on 
page 28.) 

1992 vs* 1991 

Worldwide net safe rose 17% to 
$6.1 Billion- Domestic safe grew 
$213 million (6%) to $4.0 Billion, 
The domestic increase was driven by 
volume growth, which contributed 
about $265 million, partially offset 
6 y the impact of lower gross prices 
and an unfavorable package size mi# 
shift. Promotional price allowances, 
which declined from last year's level, 
are reported as marketing expenses 
and therefore do not reduce reported 
safe. International safe rose $670 
million (44%) to $2.2 6ittion. 
Comparisons are affected By acquisi¬ 
tion activity that included Buying 
out PepsiCo's joint venture partners 
at Hostess Frito-Lay (Canada) and 
Arnott's (Australia) and securing 
controlling interests in the Gamesa 
(Mexico) and Wedel ( Poland) sweet 
snack Businesses, as well as the 
absence of results of a small Business 
, to 6e disposed (collectively, “net 


1 acquisitions")- Excluding the 
impact of net acquisitions, inter- 
national sales grew $ 75 million 
(5%J. This growth was driven by 
higher prices, partially offset 6y an 
estimated $15 million impact of 
lower volumes. 

Total domestic pound sales 
advanced 7%, led by Lay's and 
Ruffe Brands potato chips, Tostitos 
Brand tortilla chips and Sunchips 
Brand multigrain snacks. These 
increases were partially qjfset By a 
decline in Santitas and Doritos 
Brands tortittd chips, Fritos Brand 
corn chips and Chee-tos Brand cheese 
flavored snacks . The relative per¬ 
formances of potato and corn 
products in 1992 were due partly to 
a weather-related potato crop short¬ 
age last year. 

Total international snack chip 
kilo volume, excluding net acquisi¬ 
tions, decreased 1% Ifed By a dou6£e- 
digit decline in Brazil and reflecting 
a small decline in the U.K. offset by 
a small increase in Mexico. This 
volume peiformance includes only 
operations consolidatcdfor at least 
oneyear . Due to the recent signifi¬ 
cant changes in the ownership of 
PepsiCo's snack chip Businesses, 
including the Canada and Australia 
joint venture buy-outs and the con¬ 
tribution of PepsiCo's previous ty 
consolidated businesses in Spain, 
Portugal and Greece to the new joint 
venture with General Mitts, Inc., 
this traditional volume measure has 
Become less meaningful. Systemwide 
volume performance, which includes 
volume for both consolidated and 
jointventure Businesses operated for 
at least oneyear, wilt 6e an impor¬ 
tant measure going forward. For 
1992, systemwide snack chip vol¬ 
ume grew 2% ted By double-digit 
growth in Canada . 
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Introduced 1948. Estimated 1992 
Rttail Sates: $7 33 Mittion. 


Acquiredl958. Estimated 1992 
RetaiiSafes: Sl.3 Btlfum. 








































Worldwide operating profits 
increased30% to $1*0 billion. 
Excluding unusual items in Both 
1992 and 19 91, profits increased 
19%. Unusual items in 1992 
totaled $ 71.1 million, comprised of 
$40*3 midion in inter national 
charges for restructuring actions, the 
largest component of which is for 
consolidating and streamlining the 
Smiths and Wafers Businesses in 
the U.K., and $30.8 midion in 
incremental expenses due to adopt¬ 
ing the new accounting rules for 
retiree health Benefits ($28.2 mil¬ 
lion , almost ad domestic) and 
income taxes ($2.6 million, all 
international). The restructuring 
actions, when Judy implemented, are 
expected to result in annual savings 
of about $35 midion , providing 
additional resources for reinvestment 
in the Businesses to strengthen com- 
petitiveposit ions. Totall993 
expense for retiree health Benefits is 
projected to Be approximately $24 
midion Cess than the total 1992 
expense due to the impact of recent 
plan amendments described in Note 
11. Unusual charges in 1991 totaled 
$127 midton, comprised of $91 A 
midion and $35.6 midion for 
restructuring actions designed pri¬ 
marily to streamline operations of 
the domestic and international snack 
food businesses, respectively . 

Worldwide profits included amor¬ 
tization of intangible assets (almost 
all international) of $ 41 miffion in 
1992 and $36 midion in 1991, 
with the increase due to 
aeguisitions. 

Domestic profits rose 26% to 
$ 776 midion. Excluding the 1992 
and 1991 unusual items, profits 
increased $96 midion (13%). Vol¬ 
ume growth contributed about $160 
midion to profits . Raw material sav¬ 


ings, reflecting lower costs for 
potatoes , packaging and cooking oils, 
and lower administrative expenses 
resulting from the 1991 restructur¬ 
ing actions also aidedprofit growth. 
The jdvoraBCe comparison for potato 
costs, which are at the lowest level 
in the past five years, reflects the 

1991 cost increase resulting from a 
weather-related crop shortage. These 
Benefits were partiady offset by 
higher operating expenses and other 
manufacturing costs, inddding costs 
associated with improving potato 
chip quality. An unfavorable sales 
mix shift as wed as Cower net prices, 
reflecting lower gross prices that 
exceeded the impact of a Cower level 
of promotional price allowances, also 
hampered profit growth. The domes¬ 
tic profit margin , excluding the 

1992 and 1991 unusual items, rose 
nearly one and one-half points to 
20.3%. 

International profits increased 
49% to $209 midion . Excluding 
the net acquisitions, which contrib¬ 
uted $52 midion to profits, and the 
1992 and 1991 unusual items, 
prefits increased $25 midion (14%). 
This growth reflected price increases 
that exceeded higher operating costs, 
partially offset by an estimated $10 
midion impact of lower volumes. 
Double-digit profit growth in 
Mexico and the U.K. was partially 
offset By a decline in Brazil, due pri¬ 
marily to lower volumes. Prefit 
growth in Mexico primarily reflected 
price increases that exceeded higher 
costs. In the U.K., the combined 
benefit of price increases and the 
1992 cost savingsfrom the restruc¬ 
turing actions announced last year 
was offset by higher product costs 
and the impact of lower volumes . 

As a result, the prefit growth was 
driven by Cower pension expense 


U.S. Sriach Food i?idustry 
Retail Sates 
Frito-Lay Share 



U.S, retail safes of snack foods, 
such as chips, corny ; cookies, 
runs anl other items, totaled more 
than $44 6 iff ion. frito-Ltys 
share was $5.6 biffion., about 13%. 


U.S. Srmck Chip Industry 
Retail Sales 
Frito-Lay Share 



U.S. retail safes of snach chips 
readied" more than $ 10 biftion. 
Fri to-Lay’s share was about fialf 


U.S. Snach Chip 
Consumption 
(L&s. Per Capita) 



U.S. snack chip consumtyou 
cfimbed to 16 pounds per person. 

























U.S. Snack Chip Industry 
Pound Safes Growth in 
Supermarkets vs, Frito-Lay 
Growth 1932 


7.2% 



lailusUy Fri io-Lny 


Pouu! safes op Frito-Lay snaefE chip 
produrti m it5. supermarkets 
grew 7,2% , compare! witfi snack 
chip in!ustry growth of 4.0% 


PFI System Who fesafe 
Sales 1992 



Joint 

Ventures 


Compauy- 

owrie! 


Company-aivne! operations rep resented 
72% and joint ventures represente! 28% of 
PFJ system wfioCesafe safes of 13.9 6iffion y 
assuming atf 1992 acquisition antf joint 
venture activity took pLacc at Lfie fn'gii.nuu, 
of they cm. PFJ joint venture owners/up is 
principally 50% or more. 


Lrtematiorud Stiacfe Chip 
rjuhtstry Retail Sales 
PFI System Share 



rntemationaf retail safes of snaefi 
eftips totaled about $14 billion. 
Protfucis of tfie PFI sjrstem repnesentetf 
ahout $ 3.5 Biffion, or 25%. 


representing the catch-up effect 
arising from the final settlement 
of pension assets related to the 1989 
acquisition of the U.K. operations. 
Tfie international profit margin; 
excluding the 1992 and 1991 
unusual items, was unchanged 
at 11.6%. 

1991 vs* 1990 

Worldwide net sates rose 10% to 
$5,3 Billion. Domestic sales grew 
$266 million (8%) to $3.7 Billion, 
with volume growth, aided by more 
competitive promotional price 
allowance programs, contributing 
aBout $255 million of the increase . 
Tfie remaining growth was prin¬ 
cipally due to price increases that 
were partiady offset By an unfavor¬ 
able package size and product mu: 
shift. Promotional price allowances, 
which increased over Cast year's 
level, are reported as marketing 
expenses and therefore do not reduce 
reported sales. International sales 
advanced $217 million (17%) to 
$1.5 Billion, with volume gains 
contributing about $100 million of 
the increase and the Balance of the 
growth due principally to price 
increases in Mexico. 

Total domestic pound safes 
advanced 7%, fed By the new 
5unchips brandmultigrain snacks 
product, Tostitos Brand tortilla 
chips, Lay's Brand potato chips and 
Chee-tos brand cheese flavored 
snacks. These increases were par¬ 
tially offset by a decline in Ruffles 
brand potato chips . International 
snack chip kilo growth was 6%, 
driven By a double-digit advance in 
Mexico, while volume in the U.K. 
was about even with 1990. The 
volume performance in the U.K. 
reflected the introduction of 
Frito-Lay's Brands, principally 


Ruffles brand potato chips , offset by 
declines in other Brands. Growth in 
smaller markets was fed by Brazil. 

Worldwide operating profits 
decreased 15% to $757 million. 
Excluding unusual charges in Both 
1991 and 1990, profits declined2%. 
Unusual charges in 1991 totaled 
$127 million, comprised of $91.4 
million and $35.6 million for 
restructuring actions designed pri¬ 
marily to streamline operations of 
the domestic and international snack 
food Businesses, respectively. 
Approximately $64 million of the 
domestic charge related to admin¬ 
istrative workforce reorganizations 
and reductions, and the Balance 
related to product line and produc¬ 
tion capacity reductions. The 
international charge included $23.6 
million related to productivity ini¬ 
tiatives in the U.K., including 
facility closures and streamlining of 
selling and administrative processes. 
These actions, when fully imple¬ 
mented, were expected to result in 
annual domestic and international 
savings approximating $100 million 
and $15 million, respectively, pro¬ 
viding additional res ources Jor 
reinvestment in the businesses to 
strengthen competitive positions. 
The international charge also 
included $12 million related to the 
probable disposition of a small busi¬ 
ness. Unusual charges in 1990 
totaled $10.6 million for receivables 
exposures related to highly leveraged 
domestic retail customers. 

Worldwide profits included amor¬ 
tization of intangible assets (almost 
ad inter national) of $36 million in 
1991 and $37 midion in 1990. 

Domestic profits declined 16% to 
$617 million. Excluding the 1991 
and 1990 unusualcharges, prof¬ 
its decreased $35 million (5%), 




Intxoifuce! 1986. Estimate! 1992 
RetaifSafes: $124 Miffum. 


quire! 1989. Estimate! 1992 
tail Safes: $378 Million, 
jf! outside the U.5.) 


Introduce! 1991. Estimate! 1992 
Retaif Safes: $192 Miffiou. 
























Vo fume growth contri Bated abo ut 
$145 ?niffion to projits. This Benefit 
was more than offset by higher seCC- 
mg aruf manufacturing expenses, 
(ower net prices (reflecting increased 
promotional price allowances) and 
an unfavorable mix shift to lower 
profit packages aruf products. Higher 
manufacturing expenses reflected 
potato cost increases that were 
largely due to a weather-related 
potato crop sftortage in the second 
quarter of 1991. Trito-Lay hedges 
the costs of a portion of its corn and 
cooking oil purchases through com¬ 
modities jutures contracts, But there 
! is no jiuures market jbr potatoes. 

‘ The domestic profit margin, eccfud- 
ing the 1991 aruf 1990 unusuaf 
charges, fell two and one-half points 
to 18.9%. 

International profits decreased 
13% to $140 miffton. Exc fading the 
1991 unusuaf charges , projits 
increased $15 million (10%). Vof- 
ume growth contri6uted about $65 
midion to profits. Tftis Benoit was 
part taffy offset by higher manufac¬ 
turing and other operating expenses 
that exceeded price increases. An 
unfavorable transtation impact of a 
stronger U.S. dollar depressed projits 
By about $3 mtffion. Tfie projit 
1 advance reflected dou6£e-digit 
growth in Mexico tfutt was partially 
offset by a decline in the U.K. 

Profits were also aided by growth in 
Branf. The profit performance in 
Mexico was due to vofume growth., 
partially offset by manujdcturing and 
operating cost increases that 
exceeded higher prices. These cost 
increases reflected higher commodity 
costs, principaffy potatoes, and 
increased costs associated with new 
manufacturing pfiants competed in 
earfyl991. The U.K. profit decline 


was due principaffy to higher operat¬ 
ing expenses t , partiaffy offset by priee 
increases and improved manufactur¬ 
ing productivity. An unfavorable 
translation impact afso contributed 
to the U.K. projit decline. Profit 
growth in Brazif was driven by 
higher vofumes. The internationaf 
projit margin, e^cfuding the 1991 
unusuaf charges , decfined nearly one 
point to 11.6%. 


: 


Top-Seffing 5nach Chip Items 
In U.S. Supermarkets 

(Saks $ in Miffioiwl 


500 



Eight of frito-Lap's brands were among tfie 
10 Cargest-setting snac£ chip products in 
U.S. supermarkets. 


Internationaf Snack Chip 
Consumption vs. U.S. Consumption 

(L&s. Per Capita) 



Annual iritemationafperaipita consumption 
of snach chips is tow compared to U.S. mtes, 
creating fuige potentiaf for Pf J. 



















































A Weff-Positione*£ Past 

epsiCo 

was created in 1965 by tfie merger 
ofPepsi-ColaandFrito-Lay. For the 
next decade, soft drinks and snack, 
foods drove our growth. By the 
mid-1970s, we were seeking a third 
growth business that would respond 
to PepsiCo's skids in marketing arid 
operations. 

We focused on the restaurant 
business and purchased Pizza Hut in 
1977 and Taeo Bed in 1978. Both of 
these chains had huge potential In 
1986, PepsiCo acquired Kentucky 
Fried Chicken , another promising 
chain . With KFC, we had more 
units than any other restaurant sys¬ 
tem in the worhf. 

As we approached the 1990s, our 
restaurant system faced a number of 
challenges. We had to respond to 
more mobile consumers, always on 
the run. We had to keep costs down 
as families began to seek greater 
value. Plus , we had to create new 
products that excited consumers and 
responded to their demand for variety. 

An Adaptable Present 

Our chains began aggressively 
addressing these challenges as 
jar 6 ack as the mid-1980s . At 
Pizza Hut we began delivery . 

Taco Bed introduced its vatue 
menu. And KFC set about updating 
its image. 

As we entered the 1990s, we 
continued to adapt our system to the 


changing market. Pizza Hut and 
Taco Bed began expanding distribu¬ 
tion by selling their products from 
kiosks. KPC changed its logo from 
Kentucky Fried Chicken to "KFC” 
and introduced convenient snack 
products like Hot Wings pieces. 

In 1992, we 6 uift on this 
success. Here are some ojour 
achievements. 

• U.S. company-owned restaurant 
safes were up 14%. Projrts, exclud¬ 
ing unusual items, grew 17%. 

• International company-owned res¬ 
taurant sales were up 29%. Profits 
were up 25%. 

• Worldwide system sales of 
Pizza Hut, Taco Bed and KFC 
products reached $15.7 billion. 

• The PepsiCo worldwide restaurant 
system reached 22,336 units. We 
added an average of marly four units 
every day. 

• Average system safes at PepsiCo's 
U.S. restaurants grew or remained 


1 stable, even while we were opening 
more restaurants and selling our 
products in more places. 

| ■ Pizza Hut opened in five new 
international markets , Taco Bed in 
four and KFC in two. We're now in 
84 countries and territories outside 
theU.S. 

• PepsiCo acquired an equity posi¬ 
tion in Carts of Colorado, Inc., the 
feading manufacturer of mobile 
merchandising carts. Mobifecarts 
let us sell our products more readily 
at airports, sports stadiums, fairs 

1 and similar places. 

• PepsiCo purchased an equity inter¬ 
est in California Pizza Kitchen, 

Inc., a chain of casual, full-service 
restaurants that offers specialty 
wood-fired pizzas, pastas, salads and 
desserts. 

• Pizza Hut U.S. system delivery 
operations generated nearly $1.5 6 if- 
lion in safes. In 1993, we'd be 
testing delivery ofjulimeals. 


($ In Midtons) 

Domestic 

International 

Total 

Safes 

$7,115 

$1,117 

$8,232 

% Change 

T 14 

+ 29 

+ 16 

Profits 

$ 598 

$ 121 

$ 719 

% Change 

+ 25* 

+ 25 

+ 25‘ 


Pizza Hut 

Taco Bell 

KFC 

Safes 

$3,604 

$2,460 

$2,169 

% Change 

+ 11 

+ 21 

+ 18 

Profits 

$ 335 

$ 214 

$ 169 

% Change 

+■7* 

+ 19* 

+110* 

System safes 

$5,700 

$3,300 

$6,700 

% Change 

+ 8% 

+ 18% 

+ 8% 


*T hese comparisons are affected by unusual items. Seepage Z8. 
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Restaurants 
Net Safe 

% Oj 'it Ial Net Sales 
(5 frt MiliioTb) 





Restaurants 
Operating Profits 

% Of Total lament 

Operating Profits 

{$ In MrlLioris) ?j, 

576 I 

™wm 

91' 
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Restaurants 
Capital Spending 

% Of To taf Segment 
Capital Spending 
($ in A t iffionsj 



• In the U.5., Pizza Hut Began test¬ 
ing Fastinos, a fast food pizza and 
pasta concept with a drive-thru 
window. With the help of new cook¬ 
ing technology, pizzas are ready in 
aBout 90 seconds. 

■ We added a Cuncfi buffet in 2,100 
U.5. company-owned Pizza Hut 
units, increasing our dine-in safe. 

• Taco Bed's commitment to vafue 
pricing brought more customers into 
tfte restaurants, increasing same 
store safe by 6 %. 

• Taco Bed Brought its Mefecan- 
styiefood to Mexico, with the open¬ 
ing of our first kiosk in Mexico City. 
Since then we've opened two addi- 
tio not kiosks there. 

• Taco Bed expanded testing of 
Hot *n Now, a double drive-thru 
hamburger chain, offering fast ser¬ 
vice and low prices. We purchased 
Hot 'n Now at the end of 1990. 

• KFC improved U.S. operations, 
raising customer satisfaction and 
Cowering costs. We continued to 
upgrade KFC units, with more than 
three-fourths of the US. system 
units refurbished since 1989. 

• KFC introduced new Cimited time 
menu items to build safe in the 
U.S. These products inciude 
Oriental Wings, Popcorn Chicken 
and Honey BBQ Chicken, each of 
which increased safe when qjffered. 

• KFC offered a new, rotisserie 
chicken in three U.S. test markets. 

In Australia, we tested TenderBake 
chicken. Tenderbake performed so 
wed, we will introduce it to con¬ 
sumers across Austrafia in 1993. 

• KFC introduced its Ad You Can 
Eat Buffet in 675 U.S. system res¬ 
taurants, increasing safe. We plan 
to have the buffet in aBout 2,000 
units By the end of1993. 

• PFS, our foodservice distri6ution 
company that suppfies our restau¬ 


rants with everything required to 
run a restaurant, added more than 
1,200 restaurants to its routes. New 
operations in Australia and Mexico 
wid seive these key markets. PFS 
now serves nearfy 14,000 world¬ 
wide company-owned andfranchised 
restaurants. 

* PFS expanded its services to other 
PepsiCo divisions. For e#amp£e, PFS 
provided Pepsi-Cofa Internationaf 
withpromotionaf items for pop 
singer Michael Jackson's interna¬ 
tional tour. 

* PFS added a service to maintain 
the restaurant equipment it 
distriButes. 


A FCe#i6fe Future* * * 
A Chairman's View: 



quick service restaurant Business is 
increasingly competitive. But there's 
stid enormous demand for variety , 
convenience and vafue. In 1970, 
quick service safe were aBout 14% 
of adjoodservice industry safe. 

Now they Ye a 6 out 50% — that gives 
us more room to grow. 

The key is maintaining a sharp 
focus on the consumer. For example, 
people are busier today than ever, so 
they want preparedfoods that are 
convenient and reasonably priced. 
We're giving them Better vafue and 
putting our products in more conve- 
nientplaces. 

Consider our potent ia ft his way: 
The typicaf U.S. consumer eats 
aBout 16 meats prepared away from 


1 home in a month, with one of those 
meats purchased at our restaurant 
e fun its. if we were to increase that 
number so each of our three chains 
served one of those meals , we would 
add about $20 billion to our system 
retaifsafe. 

Add to that the burgeoning inter- 
I nationaf market andyou can under¬ 
stand why we see great potentiaf. 

For 1993, we expect worldwide 
unit growth, new products and dis- 
trifiution methods, and our "vafue'' 
commitment to drive strong growth . 

Management's Analysis 

(See "Management's Anatysis — Overview'" 
on page 26 amt "Business Segments" on 
pope 28.) 

1992 vs, 1991 

Worldwide net safe rose $ 1.1 Bif- 
fion (16%) to $8.2 billion. This 
advance was driven by additional 
units (units constructed and 
acquired from franchisees, net of 
units cfosed and so Id), which con- 
I tri&uted $936 miffion. Higher net 
! prices and vofume growth afso aided 
the safe gain. Domestic safe grew 
14% to $ 7.1 Bidion and inter- 
I national sales were up 29% to 
$ 1.1 billion. 

Worldwide operating profits grew 
25% to $719 midion. Profits in 
1992 were reduced By $15.4 million 
due to adopting the new accounting 
rules for retiree heafth Benefits ($ 6.1 
miffion, ad domestic) and income 
ta^es ($7.9 million for domestic and 
$ 1 .4 miffio n for inter nationaf). 
Prefits in 1991 inefuded $43 mil¬ 
lion in KFC unusual charges 
described below. Excluding these 
1992 and 1991 unusuat items, 
worldwide profits rose $115 midion 
(19%), driven By $108 midionjrom 




Taeo Bell Acquire! 19 78. Estimated 1992 
System Retaif Sates: $3.3 Btllum. 
































Largest Worldwide Restaurant 
Systems 

(Units Hi ffwumnds) 


Pimi Hitt, Taco luff and KFC 
units ti i 'rpsiCo tin' Idrt^st reslduraiU 
system m llu ivorfit 


I additionafunits. Higher faxuhxst 
royalty revenues were offset by 
increased operating costs that 
I exceeded higher net prices. Domestic 
projlts grew 17 %, ext Curling the 
unusual items, and international 
projits rose 25%. 

Pizza Hut's worldwide safes 
increased $345 million (11%) to 
$3.6 billion. The domestic opera¬ 
tions represent tfie major portion of 
worldwide Pizza Hut. Additional 
units, led by delivery units, contrib¬ 
uted $343 million to tfie worldwide 
safes increase. The benefit of higher 
net prices, which reflected a tower 
level of price promotions in tfie first 
half of1992, was offset by an esti¬ 
mated $95 million impact of lower 
volumes. Worldwide prof ts grew 
■ 7% to $335 million . Excluding tfie 
unfavorable $7.3 million impact 
(almost all domestic) of the 1332 
accounting rule changes, projlts rose 
$28 million (9%). Tfiis growth was 
driven by additional units, which 
contributed $31 million. An esti¬ 
mated $40 million impact of lower 
volumes was largely offset by higher 
net prices tfiat exceeded increased 
food [including cheese) and other 
operating costs as well as increased 
jranchlse royalty revenues, Tfie projit 
performance also reflected total 
domestic field and headquarters 
administrative expenses that were 
about even with last year. 

Comparable safes jbr domestic 
company-owned units (same store 
safes) were even with 1991 though 
volumes declined. This performance 
reflected slowing growth in delivery 
operations offset by declines in 
carry-out safes. Although dine-in 
same store safes were about even, 
trends are improving due to the 
introduction of the alCyou-can-eat 
i pizza and salad lunch bujfet. At 


year-end 1992, the buffets were in 
approximately 2,100 units or about 
75% of domestic company-owned 
dine-in units. 

Pizza Hut's international safes 
posted strong double-digit growth 
fed by additional defivety units in 
Canada and Australia and dine-in 
units in Puerto Rico. Dou6fe-digit 
projit growth reflected the additional 
units and higher jranchise royalty 
revenues. Volume declines resulted 
in slightly tower projlts in 
Australia, the largest safes market. 

Pizza Hut's worldwide profts 
included amortization of intangible 
assets (principally domestic) of $33 
million in 1992 and $26 million in 
1991, with the increase reflecting 
acquisitions offianthisees and the 
impact of the. new income to* 
accounting rates. The worldwide 
pro ft margin , excluding the impact 
of tfie accounting rule cfumges, was 
about even at 9.5%. 

Taco Beths worldwide safes rose 
$422 million (21%) to $2.5 Bil¬ 
lion. The domestic operations 
represent substantially all of world¬ 
wide Taco Bed. Additional units 
contributed $248 million to the 
worldwide safes advance and volume 
gains provided about $150 million. 
Worldwide projlts grew 19% to 
$214 million. Excluding the 
unjdvorabfe $2.9 million impact (all 
domestic) of the 1992 accounting 
rule changes , profts rose $37 mil¬ 
lion (20%). Of this increase, 
volume growth contributed about 
$40 million and additional units 
provided $32 million. These bene¬ 
fits , as well as higher fanehise 
royalty revenues, were partially offset 
by higher (abor and other store oper¬ 
ating costs and increased, head¬ 
quarters administrative expenses for 
the development of new systems and 


U.S. Foodservice Industry 
Retail Safes 
PepsiCo Share 


IVpriC 
S fiun - 


PfcpstCa f i-S. rrstLiiirniK suicm safes 
represented ovc? I'd oMta total 
>255 6 i(lion Juodservice industry. 


U.S. Quick Service Restaurant 
Retail Safes 
PepsiCo Share 


PepsiCo 

Share 


PepsiCo f IS. res l aurant .ystent sales of 
>J0.9 GfffioK nrp resented more t/um 14% 
oj $76 Giffion quiefi sendee rttsiduftmt safes. 


KFC Acquired 1986. Estimated 1992 
System Reta if Safes: >6.7 Btffiori, 
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U.S. Quick Service 
Restaurant Safes 
(> In Biliimki) 

KO 
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U A quid? service restaurant 
safes reached nearly $76 6tff«n. 


U.S, Quick Service 
Restaurant Safes 
Growth vs* 

PepsiCo System 
Growth 1992 


f a<5 



Q.S.R. i-’cpsuJa 

PepsiCo LI.5. restaurant 
system safes ijrcw 6.9%, 
compared" witii quicfe service 
res to m ant safes tpmvtfi 
of 5.2% 


concepts, including costs to support 
the Hot'n Now concept. Same store 
zuit* grew 6% due to volume 
growth. Taco Bed's profits included 
amortization of domestic intangible 
assets of $16 million in 1992 and 
$11 million in 1991, with the 
increase refecting acquisitions of 
franchisees and the impact of the 
new income tax accounting rules. 

Taco Bed's international opera¬ 
tions posted do able- digit sales 
growth and a small profit compared 
to a smad toss in 1991. This perfor¬ 
mance was ted by volume growth in 
Canada. The worldwide pro ft mar- 
gin, excluding the impact of the 
accounting rule changes , wds even 
at 8.8%. 

KFC's worldwide safes rose $338 
midion (18%) to $2.2 billion. This 
increase was driven by additional 
units, which contributed $345 mif- 
fion. Safes growth was depressed by 
the unfavorable transtation impact of 
a weaker U.S. dollar Cate in the year 
of $22 midion. KFC's interJiationaf 
sates represented about 30% of 


KFC's worldwide sales in both 1992 
and 1991. 


KFC's worldwide profits rose 
1 10% to $169 mitfion. Profits in 
1992 were reduced by $5*2 million 
in incremental expenses ($3.9 mif- 
fionfbr domestic and $1.3 midion 
for internationaf) resulting fiom the 
accounting rute changes. Profits in 

1991 included restructuring charges 
to streamline operations of $32.8 
midion in domestic and $1,2 mif- 
fion in internationaf and a $9 
midion domestic charge related to a 
defay in the U.S. rod-out ofSiinfee 
Crispy chicken . Excluding these 

1992 and 199 1 unusuaf items, 
KFC's worldwide profits rose $51 
midion (41%), driven 6y additionat 
units which contributed $46 mil¬ 


lion. KPC's internationaf profits rep¬ 
resented about 50% of KFC's 
worldwide, profits in 1992 and 55% 
in 1991. 

Double-digit growth in KFC's 
domestic safes was driven by addi¬ 
tional units. A significant increase 
in domestic profits refected the 
additional units, a sates met shift 
to higher margin products such as 
Popcorn Chicken, tower head¬ 
quarters administrative expenses 
resuming from restructuring actions 
announced tost year and imple¬ 
mented early in 1992, as wed as 
the impact of higher vofumes. These 
benefits were partially offset by a 
higher level of price promotions. 
Same store sates were even with 
1991 though vo fumes were up 
slightly. 

Double-digit sales growth in 
KFC's international operations was 
driven by additionat units, par- 
ticularly in Canada and Australia. 
Safes growth was depressed by the 
unfavorable translation impact noted 
above. Internationafprofitsgrew 
at a double-digit rate due to higher 
franchise royalty revenues and 
growth in Canada and Mexico. 
Profits declined in Austrafia, the 
farqest sates market, reflecting tower 
vo fumes and an unfavorable trans¬ 
lation impact* 

KFC's worldwide profits included 
amortization of intangible assets of 
$38 million in 1992 and $17 mil¬ 
lion in 1991, with the increase 
refecting acquisitions of domestic 
and internationalfranchisees and 
the impact of the new income tax 
accounting rules * The worldwide 
profit margin, excluding the impact 
of the accounting rute changes and 
the 1991 unusuaf charges^ increased 
over one point to 8.0% due to 
improved domestic results. 


1991 vs. 1990 

Worldwide net safes rose $901 mil 
lion (14%) to $7.1 biffion. This 
advance reflected $695 midionfrom 
additionat units and about $280 
midton from volume growth. These 
increases were partially offset by 
lower net prices at Pizza Hut and 
Taco Bed* Domestic sates grew 13% 
to $6,3 bidion and internationaf 
sates were up 27% to $869 million . 

Worldwide operating profits grew 
10% to $576 midion. Profits in 
1991 included $43 million in KFC 
unusuaf charges described below . 
Profits in 1990 inefuded’ unusual 
charges of $17.6 midion to cfose 
underperforming units at aft three 
chains and $10.4 midion at 
Pizza Hut to consolidate domestic 
field operations and relocate interna¬ 
tional headquarters. Excluding the 
1991 and 1990 unusuaf charges, 
worldwide profits rose $68 midion 
(12%). This advance refected about 
$120 midionfrom volume growth 
and $70 midionfrom additional 
units j with lower domestic food 
costs and higher franchise royalty 
revenues also contributing to the 
profit growth. These benefits were 
part lady offset by the fower net 
prices and higher operating 
expenses* Excluding the unusuaf 
charges, domestic and internationaf 
profits were up 10% and 25%, 
respectivefy. 

Pizza Hut's worldwide safes 
inereased $308 midion (10%) to 
$3.3 billion. Of this advance } $292 
midion ca me from additional units 
and vo fume growth contributed 
about $85 midion. These increases 
were partially offset by lower 
net prices, due to a higher level of 
restaurant price promotions, and 
lower wholesale prices for food prod- 


























ucts sofa to franchisees. VVorfaWide 
profits grew 28% w $315 million. 
Excluding the 1990 unusual 
charges, profits rose $49 million 
(19%), reflecting $3Z mitfron from 
additional units am: about $30 pnif- 
1 Cionjrom volume growth. These 
benefits were partially offset by the 
net impact of the Cower net prices, 
higher fa6or costs, JavoraBle/ood 
costs ( principally cheese) and higher 
franchise royalty revenues. Due 
partly to Benefits of the 1990 reorg¬ 
anization, totaf domestic jieCcf 
and headquarters administrative 
expenses were about even with fast 
year. 5ante store sates advanced 1% 
though volume growth was higher. 
Strong same store sales and profit 
growth in Both delivery units and 
dim-in units with delivery were 
partially offset by declines in other 
dine-in units. 

Pizza Hut's international sates 
and profits posted double-digit 
growth . The sales increase was 
• driven 6y additional units in 
Germany and CaTtada and vofame 
growth in Australia delivety opera¬ 
tions. Profit growth was led by 
higher franchise royally revenues and 
advances in Australia and Canada. 

, Pizza Hut's worldwide profits 
included amortizatio n of intangible 
assets (principally domestic) of $26 
million in 1991 and $20 million in 
1990, with the increase reflecting 
acquisitions of franchisees. The 
worldwide profit margin, excluding 
i the 1990 unusual charges, grew over 
one-half point to 9.7%. 

Taco Belt's worldwide sales rose 
$293 million (17%) to $2.0 bil¬ 
lion. Volume growth contributed 
about $180 million to the sales 
advance and additional units pro¬ 
vided $151 million. Partially offset¬ 
ting these Benefits were lower value- 


merited menu prices tn .'estaurants 
and fawer wholesale prices for food 
products sold to franchisees. World¬ 
wide profits grew 21% to $181 
million. Excluding the unusual 
charge in I^90 profits rose $27 
million (18%). Of this increase, 
volume growth contributed a6out 
$80 million and additional units 
provided $15 million. Higher fran¬ 
chise royalty revenues also aided 
profits. Partially offsetting these 
benefits were the tower prices and 
higher store operating costs, as well 
as increased headquarters admin¬ 
istrative expenses that included 
strategic spending for field operations 
management hiring and training, 
new retail distriBut ion concepts and 
advanced computer systems for 
stores. The impact of lower food 
costs was offset by the increased use 
of more costly pre-prepared ingre¬ 
dients, which has improved faBor 
efficiency. Same store sales grew 5%o 
though volume growth was higher. 
Taco Belt's profits included amortiza¬ 
tion of domestic intangible assets 
of $H million in 1991 and $8 mil¬ 
lion in 1990. On a small Base, 

Taco Bell's international operations 
posted double-digit sales growth, 
reflecting volume gains in Canada, 
while losses were about even with 
1990. The worldwide profit margin, 
excluding the 1990 unusual charge , 
was even at 8.9%. 

KEC's worldwide safes rose $300 
million (20%) to $1.8 Billion. 
Additional units contributed $252 
million of the increase and about 
$15 million came from international 
volume gains , Higher net prices a£so 
aided growth. KTC's international 
safes represented about 30% of 
KFC's worldwide sales in both 1991 
and1990. 



Recent Introductions * 


U.S. Pizza 

Res tauran t S eg ment 

Pizza Hut Share 


Pica iim 
Stare 



Witfi il.S. system safes oj S4.3 ful l ion, 
nr incur Mian of tfie segment, 

Puca Hat fed tta Si 6.4 6if.ft.ou 
restaurant category 


U.S. Me*ican-Style 
Restaurant Segment 
Taco Bell Share 


Jiirci fkk r 
Stare 



Witfi U.S. system safes of $3.2 
Niton, or lilvul 70% of the 
segment, Taco Belf fed the 
$4.6 6tffiou Me^iian-siyfe 
restaurant category. 



U.S. Chicken 
Restaurant Segment 
RFC Share 



Witfi U.S. suflftn .airs of >3. ) 
fusion, oi aiXRU tap tfie segment, 
KMC fed the $7.0 fnUiori ehidren 
restaurant category. 
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Restaurant Unit Growth 


N umber of System Units Worldwide (Itar-en! 1987-1992) 


Year 

Pizza 

Hut 

Taco 

Be U 

KIC 

Totaf 

1987 

6,210 

2,738 

7,522 

16,470 

1 988 

6,662 

2,930 

7,761 

17,353 

1989 

7,502 

3,125 

7,948 

18,575 1 

1990 

8,220 

3,349 

8,187 

19,756 

1991 

8,837 

3,670 

8,480 

20,987 

1992 

9,454 

4,153 

8 ,729 

22,336 

Five-year Compounded Annum 1 Growtfi 

Rate 



&.&% 

8.7% 

3.0% 

6.3% 


Number erf System Units Worldwide (Tear-eruf 1992) 



Pizza 

Hut 

Taco 

Bed 

KFC 

Totaf 

Unite! States 
Company 

4,301 

2,498 

1,994 

8,793 

1 Franchised 

2,905 

1,446 

3,074 

7,425 

License! 

402 

134 

21 

557 

Total U.S. 

7,608 

4,078 

5,089 

16,775 

Inter national 
Company 

539 

51 

726 

1,316 

Joint Venture 

370 

- 

474 

844 

Franofi is ed/L kens e! 

937 

24 

2,440 

3,401 

Totaf imemationaC 

1,846 

75 

3,640 

5,561 

Totaf Worldwide 

9,454 

4,153 

8,729 

22,336 

Unit totftC inxtute 477 teojte (pnmartf) I .-.-, hut) 

ii’:d 293 other 

sva:iJt con- 

fepu. Tact? Bed U.S. unit count mefutes Hot 'n ] 'tv: 

99 company ntef 38 

frmchised. U.S. count d.jr j not mciute 

£9 Cafifovnia Pizza Kitctei. 

JtlC. 1ITULS 


Restaurant Sales Growth 

(Compounded annual growth rates) 


Average Domestic System Sales Per Unit ( Thousands) * 


5-Tear 



1987 

1988 

1989 

1990 

] 991 

19^2 

% G r OH'tfl 

PH 

$490 

$520 

$570 

$607 

$613 

$612 

4.5 

TB 

579 

589 

686 

771 

814 

866 

8.4 

KFC 

558 

*97 

607 

650 

675 

684 

4.2 , 


'LxdwLcs safefrohi. riuiifts and otter special' concepts 


Worldwide System Soles 1.987-1992 (Bfflums) 



1987 1988 1989 

1990 

1991 

1992 

5’lear 
% Growth 

PH 

$2.9 $ 3.4 $ 4.1 

$ 4.9 

$ 5.3 

$5.7 

14.5 

TB 

1.5 1.6 2.1 

2.4 

2.8 

3.3 

17,1 

KFC 

4.1 5.0 5,4 

5.8 

6.2 

6.7 

10.3 

Totaf 

$8.5 $10.0 $11.6 

$13.1 

$14.3 

$15.7 

13.1 


Worldwide System Sales 1992 (Billions) 



Pizza 

Hut 

Taco 

Beff 

KFC 

Totaf 

Domestic 

$4.3 

$3.2 

$3.4 

$10.9 

International 

1.4 

.1 

3.3 

4.8 

Totaf 

$5.7 

$3.3 

$6.7 

$15.7 


KFC's worldwide projlts fell 37% ’ 
to $81 million. Profits in 1991 
included a $34 million unusuaf 
efiarge primarily fox a restructuring 
of tfomestic processes to improve 
overall productivity and customer 
service. The charge included costs for 
the- intended efimination of certain 
positions j relocation of personnel 
and closing of ojjfices. Tftese actions, 
when fully implemented, were 
expected to result in annual savings 
approximating $25 million^ pro¬ 
viding additional resources for 
reinvestment in tile Business to 
strengthen competitive positions. 
Profits in 1991 also included a j 
$9 million domestic unusual charge 
associated with a delay of tfie U.S. 
roll-out of Skinfree Crispy . Tfie 
efiarge included payments to sup¬ 
pliers for unrecovered start-up costs 
and unused capacity costs due to 
lower 1991 production (evets. 
Improvements in tire product's qual¬ 
ity and profitability were achieved 
and the U.S. roll-out was completed 
in 1992. 

Excluding the 1991 and 1990 
unusual charges , KPCs worldwide 
profits fell $8 million (6%). Tfie 
lower profits reflected higher store 
operating costs , due largely to higher 
domestic-product costs, as well as 
increased field and headquarters 
administrative expenses. Tftese 
/actors were partially offset by con- 
txibutions from additional units 
of $23 million , fiigfier net prices , | 

international volume growth and 
increased-franchise royalty revenues. 
KFC f s inter national profits repre¬ 
sented about 55% of KTCs world¬ 
wideprofits in 1991 and 45% 
in 1990. 

DouBle-digit growtfi in KFCs 
domestic sates was primarily due to 


additional units and a reduced level 
of price promotions. Profits declined 
reflecting the higher cost of the pre¬ 
prepared Siinfree Crispy efilefeen 
product and increased store operating 
costs and administrative expenses / 
partially offset by the reduced level of 
ptice promotions and additional 
units. Same store sales were about 
even with 1990 though volume 
declined. 

KJFC's international sales and 
profits posted double-dig it growth, 
driven by additional units in Canada 
and Australia, higher volumes led 
by Mexico and growtfi in jraneflise 
royalty revenues. Partially offsetting 
these profit advances were fug Her 
store operating costs and adminis¬ 
trative expenses tfiat exceeded 
increased prices. 

Kf Cs worldwide projits included 
amortization of intangible assets of 
$17 milfionin 1991 and $12 mil¬ 
lion in 1990, with tfte increase 
reflecting acquisitions of domestic 
and internationalfranchisees . Tfie 
worldwide profit margin, excluding 
the 1991 and 1990 unusual 
cfiarges, fell nearly two points 
to 6.7% primarily due to lower 
tfomes tic profits. 
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Management's Analysis — Overview 

■r' 

To facilitate understanding of PepsiCo's jituincial results, the various 


components op "Management's Analysis" are presented near the perti¬ 
nent data. In addition to this overview discussion, separate analyses 
of the resufts of operations, jmanciaf condition and cashflows appear 
on pages 31, 33 and 35, respectively. Tfie analysis of each industry 
segment's net sales and operating profit performance begins on 
pages 9,14 and 20. 

PepsiCo's principal objective is to increase the vaCue o/its share¬ 
holders' investment through integratedoperating, investing and 
financing strategies that seek to maximize cashflows. These strat¬ 
egies are continually ji?te-tuned to address the opportunities andrisks 
of the global marketplace. 

Marketplace Actions 

PepsiCo's domestic and inter nationaf businesses operate in markets 
that are highly competitive and subject to locaf economic influences 
such as inflation, commodity price fluctuations andgovernmentaf 
actions. In the U.8., for example , new economic poficies targeted at 
reducing the federal budget deficit may result in higher taxes. Addi¬ 
tionally, many of PepsiCo’s markets continue to be ajffected by 
recessionary pressures. PepsiCo's operating and investing strategies 
are designed to mitigate these factors through aggressive actions on 
severalfronts including: (a) enhancing the appeal and value of its 
products through brand promotion, product innovation, quality 
improvement and prudent pricing actions, (b) providing better service 
to cits tamers, (c) increasing worldwide availability afit5 products, 

{d) acquiring businesses and forming alliances to increase market 
presence and utilize resources more efficiently and (e) containing 
costs through more efficient and effective purchasing, manufacturing, 
distribution and administrative processes. 

Restructurings 

Restructuring actions, such as those taken in alt three industry seg¬ 
ments within the last two years and which may be taken in future 
years, refect PepsiCo's willingness to change in anticipation of mar¬ 
ketplace trends. These actions are intended to realign resources for 
more effective and efficient execution of operating strategies. The 
resulting cost savings help fund activities to enhance PepsiCo's com- 
petitivepositions throughout the world. For example, restructurings 
in PepsiCo's beverage and international snack food segments , 
announced in 1992 and now underway, resulted in charges totaling 
$193.5 million ($128.5 miffton after-tax or $0.16 per share). 

When completed, these actions are expected to generate annual cost 
savings of approximately $160 mibbion pretax. These savings relate 
primarily to headcount reductions. See "Business Segments” on page 
ZSfor detail of restructuring charges and other unusuab items over 
the last three years. 


Cost of Capital 

The cost of capital is a key measure in setting PepsiCo's investing 
andfnancing strategies- The cost of capital is a weighting of cost of 
debt and cost of equity, with the latter representing a measure of 
expected return to investors in PepsiCo's stock. PepsiCo seeks invest¬ 
ments that generate cash returns in excess of its cost of capital, 
which is currently estimated to be approximately 11%. Financial 
leverage, which refers to the management of the debt and equity 
structure, is utilized by? PepsiCo to optimize the overall cost of capi¬ 
tal, considering the juvorable tax treatment of debt. Prudent use of 
leverage, combined with PepsiCo's strong cash generating capability, 
provides the flexibility? to continue to invest in the business without 
significantly ajffecting PepsiCo’s overallcost of debt. PepsiCo's strong 
financial condition provides continued access to capital markets 
throughout the world . 

Currency Exchange Effects 

In 1992, inter national businesses represented 19% of PepsiCo's total 
segment operating profts , excluding unusuaC items. Operating in 
international markets involves risks associated with volatility of cur¬ 
rency exchange rates. When appropriate, PepsiCo engages in hedging 
activities to minimize cashflow transaction exposures. In imple¬ 
menting financing strategies, transaction exposures rebated to debt 
are considered along with interest rates to measure effective financing 
costs. PepsiCo believes its translation exposure related to net income 
is not ma ter iaf because of its diversified mix of international busi¬ 
nesses. For PepsiCo’s key international operations, located in 
Australia, Canada, Japan, Mexico, Spain and the United Kingdom 
(U.K.), the translation effects of exchange rate movements on net 
income in recent years have been largely offsetting . As its interna¬ 
tional operations continue to expand, PepsiCo intends to closely 
jnonitor its currency risks and take prudent actions when appropriate 
to minimize exposures. Netjbreign exchange pretax tosses included 
in the Consotidated Statement of Income totaled $17.4 million, 

$7.8 midionand$9.5 million in 1992,1991 and 1990, respec¬ 
tively. These amounts consist o_f the effects of remeasurement into 
U.S, dollars of the net assets of businesses in hyperinflationary 
countries and net transaciiongains and losses. 

Net Cash Provided 

By Containing Operations 

($ in Mifftons) 
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Accounting Changes 

PepsiCo's 1992 jinanciaf statements were significantly impacted by 
the tarty adoption of two new required Statements of Financial 
Accounting Standards, "Employers' Accounting fo r Postretire meat 
Benefits Other Than Pensions 1 '' (5FAS 106) and u Accounting for 
Income Tales'' (SFAS 109). Tfie cumulative effect of adopting 
5FAS 106, a $575.3 million charge ($356.7 million after-tax or 
$0.44 per sfiare), represents estimatedjuture retirement Benefit costs 
related to sendees provided by employees prior to 1992. The adoption 
of SFAS 106 resulted in incremental expense related to 1992 of 
$52.1 million ($32.3 midion after -tax or $0.04per s dare). 

Because of recent amendments to PepsiCo's retiree Benefits plans, the. 
related expense jdr 1993 is expected to decline by $40 million . See 
Notelljbr additional details regarding tfie adoption of SFAS 106. 

Tfie cumulative effect of adopting SFAS 109, a $570.7 midion 
cfrnrge ($0.71 per sfiare), primarily represents tfie recognition of 
deferred ta# liabilities related to identifiable intangible assets, prin¬ 
cipally acquired trademarks and reacquired franchise rig fits, included 
in PepsiCo's Balance s fleet as of tfie end of 1991. Tfie adoption of 
SFAS 109 resulted in incremental pretax expense related to 1992 of 
$20.7 million, But reduced tfie provisionjdr income taxes by 
$33.7 million^ resulting in a $13.0 million increase in net income 
($0.02 per s/rnre). Tfie impact on 1993 net income s fro aid Be 
rougftfy tfie same as 1992 assuming no change in enacted tax rates or 
otfier unusual events. Tfie adoption of SFAS 109 reduced PepsiCo's 
effective income to* rate primarily Because tax 6enefit is recognized 
for financial accounting purposes/or alt amortization of identifiable 
intangi6[es, regardless of deductibility for tax purposes. See Note 14 
for additional details regarding the adoption of SFAS 109. 

Tfie adoption of SFAS 106 and SFAS 109 ftas no impact on 
PepsiCo's cashflows . Tfie adoption o/SFAS 106 resulted in tfie 
recognition of a previously existing liability tfiat will 6e paid in tfie 
future. Tfie adoption of SFAS 109 resulted in tfie recognition of tax 
fiaBilities tfiat would Be paid in tfie unlikely event tfie related iden¬ 
tifiable intangiBle assets were sold. 

Late in 1992, tfie Financial Accounting Standards Board issued 
new rules for postemployment Benefits otfier tfian to retirees. (See 
Note 13.) 


Net Sates 

(S In Millions) 



Segment Operating Profit: 

(S In Millions) 



Segment Capital Spending 

(> In Million*) 
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Business Segments 

This information constitutes Kotos 2 and 3 to the Consolidated 
FinancialStatements- (dollars in millions except per share amounts) 

PepsiCo operates on a worldwide basis within three industry 
segments: Beverages, snacfe/oocis and restaurants. The Beverage 
segment markets Pepsi, Diet Pepsi, Mountain Dew a?id other brands 
worldwide and 7UP outside the U.S. Tfte segment manufactures 
concentrates sold to franchised bottlers worldwide and operates 
Bottling plants located principally in the U.S. and Canada . The snack 
food segment manufactures and markets snack drips worldwide , with 
Frito-Lay representing the domestic Business. The international 
snack food Business includes major operations in MeMco, the U.K. 
and Canada. The restaurant segment includes operations of the 
worldwide Pizza Hut, Taeo Bell and KFC eftains. PFS, PepsiCo's 
restaurant distriBution operation , suppties principally domestic 
company-owned and franchised restaurants. Tne Coded in the net safes 
and operating profits for eaeh cfmin are the franchisee operations of 
PFS. “Interest and Other Corporate Expenses, net" inetudes interest 
expense, interest income, equity in net income of affiliates, foreign 
exchange gains and fosses and otker corporate items that are not 
aCfocatedto the Business segments. “Corporate Assets' 1 consists 
principally of short-term investments fietd outside the U.S. and 
investments in ajffliates. 

To improve comparaBifity, the 1991 and 1990 net safes and oper¬ 
ating profits for international snack foods have been restated to 
exclude the results of certain previously consofiddted Businesses, 
which were contributed to t fie new Snack Ventures Europe (SVE) 
joint venture witfi General Mitts, Inc., and equity in net income of 

Net Unusual Charges and Impact of Accounting Changes 

Net Unusual Charges 

Profits for the years presented in the tabular data on page 29 include 
several restructuring and otfier unusual efiarges and a nonoperating 
gain, resulting in a 1992 total charge of $193.5 ($128.5 after-tax 
or $0.16per sfuxre), al991totalchargeof $170.0 ($119 .8 after-tax 
or $0.15 per share) and a 1990 net credit of $35.2 ($4.2 charge 
after-tax or $0.01 per share). 

Beverages: 1992 includes $145.0 in charges consisting of $115A 
to reorganize and streamline domestic operations, and $29.6 to 
streamline a recent ly acquiredfranchised Bottling Business in Spain 
and other internationalfeld operations. 1990 includes $10.5 in 
charges for domestic trade receivaBfes exposures. 

Snack Foods: 1992 includes a $40.3 charge principally to consol¬ 
idate the Smiths and Walkers businesses in the U.K. 1991 includes 
$127.0 in charges consisting of $91.4 to streamline domestic opera¬ 
tions, $23.6 to streamline operations in tfte U.K. and $12.0 to 
dispose of a small international Business. 1990 includes $10.6 in 
charges for domestic trade receivaBfes exposures. 

Restaurants: 1991 includes $43.0 in charges at KFC consisting 
of $34.0 ($1.2 for international) to streamline operations and 
$9.0 refeted to a delay in the U.S. rott-out of a new product. 

1990 includes a $17.6 charge for closures of underperforming units 


affiliates has been restated to include 100% of trie net income of these 
Businesses. (See Note 1.) The restatement reduced net safes fo r 1991 
and1990 By $315.7 and $287.2, operating profits By $30.9 and 
$41.8 and net corporate expenses by $20.3 and $28.2, respectively . 

PepsiCo has invested in aBout 50 joint ventures, principally 
international and all within PepsiCo's three industry segments, in 
which it exercises significant influence But not control. Equity in net 
income of these affiliates, which includes the two unusual charges 
noted below, was $40.1, $32.2 and $30.1 in 1992,1991 and 
1990, respectively. Internationaf snack food affiliates, which 
represented the largest component of equity in net income of affili¬ 
ates, contributed $232, $20.5 and $26.9 in 1992, 1991 and 
1990, respectively. Dividends received from affiliates totaled 
$29.6, $32.6 and $17.8 in 1992 ,1991 and 1990, respectively - 

PepsiCo's investments in affiliates totaled $905 a t year-end 
1992 and $1.1 billion at both year-end 1991 and 1990. The decline 
in 1992 primarily reflected the consolidation cf two international 
snack food affiliates, due to securing a controlling interest in the 
Gamesa cookie joint venture (MeMco) and Buying out PepsiCo's 
joint venture partner in Hostess Frito-Lay (Canada). This activity 
was partially qjffset By a $96 investment in a domestic mid-scafe 
gourmet pizza Business and the investment in the 5VE joint venture 
with a carrying value cf $87. (See Note 5.) Other significant invest¬ 
ments in affiliates at year-end 1992 included $216 in a domestic 
franchised bottler and $129 in the KFC Japan joint venture. The level 
of both of these investments has not changed materially over the fest 
three years. 


as follows: $9.0 at Pizza Hut, $4.0 at Taeo Bell and $4.6 ($0.6 
for international) at KFC. 1990 also includes Pizza Hut charges of 
$8.0 to consolidate domestic field operations and $2.4 to relocate 
internationaf headquarters. 

Corporate: 1992 includes an $8.2 charge to streamline operations 
of the SVE joint venture. 1990 includes a $118.2 gain from an 
initialpuBlic stock offering by PepsiCo's KFC joint venture in Japan, 
an $18.0 charge for accelerated contributions to the PepsiCo Founda¬ 
tion and a $15.9 charge to reduce the carrying value of a Pizza Hut 
internationaljoint venture investment. 

Impact of Accounting Changes 

In addition to the cumulative effect impacts, the adoption of SFAS 
106 and SFAS 109 affected 1 992 profits presented in the ta&ufer data 
on page 29. SFAS 106 reduced profits by $52.1 ($32.3 after-to* or 
$ 0.04 per share), decreasing beverage, snack food and restaurant 
profits by $16.1, $28.2 and $6.1 (almost all domestic), respectively, 
and increasing corporate expenses by $1.7. SFAS 109 reduced profits 
by $20.7 ($13.0 credit after-tax or $0.02 per share), decreasing 
beverage, snack food and restaurant profits By $ 6.3, $2.6 and $9.3, 
respectively, and increasing corporate expenses by $2.5. (See Notes 
11 and 14.) 
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Industry Segments: 


Net Sales 



1992 

1991 

1990 

1992 

1991 

1990 

1992 

1991 

1990 

Beverages; Domestic 

international 

$ 5,485.2 
2,120.4 

$ 5/171.5 
1/743.7 

$ 5,034.5 

1 ,488.5 

$ 686.3 

112-3 

$ 746.2 $ 

117.J 

673.8 

9?. 8 





7,605*6 

6.915.2 

6.525.0 

798.6 

863.3 

767.6 

$ 7.857.5 $ 6.832.6 $ 

6*465.2 

Snack Foods: Domestic 

Internationaf 

3/950,4 

2/181.7 

3/737.9 

1/512.2 

3,471.5 

1,295.3 

775.5 

209.2 

616.6 

140.1 

732.3 

160.3 





6,132.1 

5,250.1 

4,766.5 

984.7 

756.7 

892.6 

4,628*0 

4,114.3 

3,892.4 

Restaurants: Domestic 

International 

7,115.4 

1,116.9 

6,258A 

868.5 

5,540.9 

684.6 

597.8 

120.7 

479.4 

96.2 

447.2 

75.2 





8,232.3 

7,126.9 

6,225.7 

718.5 

575.6 

522.4 

5,097.1 

4,254.2 

3,448.9 

Tcrtai: Domestic 

Internationaf 

16,551.0 

5/419.0 

15/167.8 

4/124.4 

14,046.9 

3,468.6 

2,059.6 

442.2 

1,842.2 

353.4 

1,853.3 

329.3 





$21/970.0 

$19,292.2 

$17,515.5 

$2,501.8 

$2,195.6 $2,182.6 

$17,582.6 

$15,201.1 $13,806.5 

Geographic Areas : 

Unite! States 

Canada an! Mexico 

Europe 

Other 

$16,551.0 

2/214.2 

1/349.0 

1/855.8 

$15,167.8 

1,434.7 

1.170.3 

1.519.4 

$14,046.9 

1,089.2 

1,057.5 

1,321.9 

$2,059.6 

251.0 

52.6 

138.6 

$1,842.2 $1,853.3 

198.7 164.2 

30.9 66.7 

123.8 98.4 

$11,957.0 

2,395.2 

1,948.4 

1,282.0 

$10,777.8 $ 
917.3 
2,367.3 
1,138.7 

9,980.7 

689.5 

2,255.2 

881-1 

Corporate Assets 

Total 

$21/970.0 

$19,292.2 

$17,515.5 

2,501.8 

2,195.6 

2,182.6 

17,582.6 

3,368.6 

$20,951.2 

15,201.1 13,806.5 

3,574.0 3,336.9 

$18,775.1 $17,143.4 

Interest an! Other Corporate Expenses, net 



(603.0) 

(5 35.9) 

(528.8) 





Incomefrom Continuing Operations Before Income Taxes 
art! Cumulative Effect ojf Accounting Change*; 


$1,898.8 $1,659.7 $1,653.8 


Net Sales 

($ In jVfiffCotLs) 


Depreciation and 

Capital Sperufing ^ Amortization Expense M 



1992 

1991 

1990 

1992 

1991 

1990 

Beverages 

$ 343.7 

$ 425.8 

$ 334.1 

$ 456.9 

$393.2 

$338.1 

Snack Foods 

446.2 

406.0 

381.6 

291.7 

253.5 

232.5 

Restaurants 

757.2 

648.4 

460.6 

456.2 

379.6 

306.5 

Corporate 

18.0 

4.1 

21.9 

10.1 

8.2 

6.9 


$1,565*1 

$1,484.3 

$1,198.2 

$1,214.9 $1,034.5 

$884.0 

Results &v Restaurant Chain: 


Net Sates 


Operating Profits 

Pizza Hut 

$3,603.5 

$3,258.3 

$2,949.9 

$335.4 

$314.5 

$245.9 

Taco Bdt 

2,460.0 

2,038.1 

1,745.5 

214.3 

180.6 

149.6 

KFC 

2,168.8 

1,830.5 

1,530.3 

168.8 

80.5 

126.9 


$8,232*3 

$7,126.9 

$6,225.7 

$718.5 

$575.6 

$522.4 


(а) Due to immateriality, identifiable assets, capital spending and depreciation and 
amortization expense were not restatedfor certain previous ly consolidated 
international snack jood Businesses contribute! to the new SVE joint venture, 
(See Note l.J 

(б) The resufts of centralize! concentrate manufacturing operations in Puerto Rico 
an! Ireian! have Been allocate! Bose! upon sales to the respective areas. 



Segment Operating Profits 

(3Mk Millions) 



2600 

2200 
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1400 
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Consolidated Statement of Income 

(in millions except per share amounts) 

PepsiCo, Inc. and Subsidiaries 

Fij^-two weeks ended December 26,1992, December 28,1991 and December 29, 1990 


NetSales. 

Costs and Expenses, net 

Cost of safes. 

Sellingj general and administrative expenses 

Amortization of intangibfe assets. 

Gam on joint venture stock ojfjfering. 

Interest expense. 

Interestincome. 


Income from Continuing Operations Before Income Taxes 

and Cumulative Effect of Accounting Changes . 

Provisionjor Income Ta*es. 

Income from Continuing Operations Before 

Cumulative Effect of Accounting Changes . 

Discontinued Operation Charge (net of income tax benefit of $ 0.3). 

Cumulative Effect of Change in Accounting for Postretirement Benefits 
Other Tfuxn Pensions (net of income ta* benefit of $218,6) . 

Cumulative Effect of Change in Accounting for Income Taws. 

Netlnoome... 


Income (Charge) Per Share 

Continuing operations before cumubxtive effect of accounting changes . 

D is continued op eratio u . 

Cumulative effect of change in accounting for postretirement benefits other than pensions, . 
Cumufetive effect oj"change in accounting/or income taws. 

Net Income Per Share. 


Average shares outstanding used to calculate income (charge) per share 
See accompanying Notes to ConsoCidated Finantiaf Statements. 


1992 

1991 

1990 

$ 21 , 970.0 

$19,292.2 

$17,515.5 


10 , 492.6 

9,278.6 

8,442.6 

8 , 840.3 

7,693.5 

6,842.1 

265.9 

208.3 

188.7 

— 

— 

(118.2) 

586.1 

613.7 

686.0 

( 113 . 7 ) 

(161.6) 

(179.5) 

20 , 071.2 

17 ,632.5 

15,861.7 


1 , 898.8 

1,659.7 

1,653.8 

597.1 

579.5 

563.2 


1 , 301.7 

1,080.2 


1,090.6 

— 

— 


(13.7) 

( 356 . 7 ) 



— 

( 570 . 7 ) 

— 


— 

$ 374.3 

$ 1,080.2 

$ 

1,076.9 

$ 1.61 

( 0 . 44 ) 

( 0 . 71 ) 

$ 1.35 

$ 

1.37 

(0.02) 

$ 0.46 

$ 1.35 

$ 

1.35 

806.7 

802.5 


798.7 
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Management's Anafysis—Results cf Operations 


(Sec '"Mana^entent’s Anaf)/5i5 —Over\'iew ; ' on page26.) 

The adoption of new accounting miles for retiree health benefits 
(5FAS 106J and income totes (5FAS 109 ) resulted in cumulative 
effects of accounting changes that represent tfte impact of adoption 
related to years prior to 1992, and also resulted in effects related to 
1992 results (see Notes 11 and 14). In addition, income for the years 
presented included restructuring and otfier unusual charges (see 
"Business Segments' 1 on page 28} as wed as the gain on joint ven¬ 
ture stock offering (see Below). These effects, combined with the 
impacts ofSFAS 106 and SEAS 109 rented to 1992, are collectively 
referred to as "the unusual items/' 

Net Sales rose 14% in 1992, driven by acquisitions of inter¬ 
national snack food Businesses and domestic and international 
franchised Bottling operations as wed as additional restaurant units 
(constructed and acepaired from franchisees). The sates increase also 
reflects volume gains, driven by domestic snack foods, and higher 
pricing led by worldwide 6everages. Sates rose 10% in 1991, driven 
by additional restaurant units and volume growth in worldwide 
snack foods and restaurants. Sates growth was also aided by acquisi¬ 
tions of domestic and Internationalfranehised bottling operations 
and increased intemationalpricing that was partially offset By tower 
net prices in domestic restaurants. Intemationaf sales represented 
25%, 21% and 20% of total sales in 1992, 1991 and 1990, respec¬ 
tively, reflecting douBte-digit growth in all three industry segments 
in 1992 and 1991. The trend of an increasing international compo¬ 
nent of sales and operating profits is expected to continue. 

Cost of sales as a percentage of net sales was 47.8%, 48.1% and 
48.2% in 1992,1991 and 1990, respectively. The 1992 decrease 
was driven by the Beverage segment, reflecting higher worldwide pric¬ 
ing and lower domestic ingredient and packaging costs. In 1991, the 
impact in Beverages of higher concentrate pricing and lower domestic 
ingredient costs was targefy offset in snack foods By a higher rate of 
manufacturing cost increases than internationalprice advances. 

Selling / general and administrative expenses rose 15% in 
1992 and 12% in 1991. The unusual items accounted for one point 
of the growth in both years. The 1992 increase was driven By higher 
selling and distri6ution expenses that reflected acquisitions, addi¬ 
tional restaurant units and volume growth. The increase also 
reflected increased marketing expenses due to higher spending in tine 
with Business growth as well as acquisitions. In 1991, higher sales 
volumes, increased marketing expenses and the impact cf additional 
restaurant units led the increase. 

Amortization of intangible assets rose 28% in 1992 and 
10% in 1991 due primarily to acquisition activity. Of the $58 mil¬ 
lion increase in 1992, $17 million was due to the adoption of the 
new income tax accounting rules. (See Note 14, J The per share 
impact of amortization of intangible assets was $0.24, $0.22 and 
$0.20 in 1992,1991 and1990, respectively. The 1992 increase 
was mitigated By the incremental tax benefit of $35 million recog¬ 
nized on nondeductiBle amortization of identifiable intangibles, in 
accordance with these new accounting rules. 


Gain on joint venture stock offering of $118.2 million 
relates to the 1990 initialpublic offering of shares of PepsiCo's KFC 
joint venture in Jap an. (See Note 17.) 

Interest expense decreased4% in 1992 and 11% in 1991. The 
decrease in both years reflected Cower average interest rates, partially 
offset By higher average domestic Borrowings related to acquisition 
activity. 

Interest income decreased30% in 1992 and10% inl991. In 
both years , lower average interest rates were partially offset by higher 
average short-term investment Balances held outside the U.S. 

Income from Continuing Operations Before Income 
Taxes and Cumulative Effect of Accounting Changes 
("pretax income") increased 14% in 1992 and was even in 1991. 

The following discussion excludes the impact of the unusual items. 
Pretax income inereasedl8% in 1992 and 13% in 1991, driven by 
combined segment operating projit growth of 16% in 1992 and 6% in 
1991. The change in pretax ineome also reflected higher net interest 
expense in 1992 and lower net interest expense in 1991. The 1992 
segment operating profit growth, reflecting double-digit growth in all 
three Business segments, was primarily due to volume growth in 
domestic snack foods, additional restaurant units and international 
snack food acquisitions. The benefit in international operations of 
higherprkes that exceeded increases in operating costs also aided 
profit growth. In 1991, the segment operating profit growth was 
driven By higher volumes and additional restaurant units, partially 
offset By operating expense increases in excess of higher pricing. 
Internationaloperatingprofits, which represented 19%, 16% and 
15% of combined segment operating profits in 1992,1991 and 
1990, respectively, grew at dbuBle-digit rates in all three segments in 
1992 and 1991. The growth in international profits in 1992 
reflected snack food acquis itions, higher prices that exceeded cost 
increases and additional restaurant units. The increase in 1991 repre¬ 
sented Base Business growth. 

Provision for Income Taxes as a percentage of pretax income 
was 31.4%, 34.9% and34.1% in 1992, 1991 and 1990, respec¬ 
tively. Excluding the impact of the adoption of the new income tat 
accounting rules in 1992, and the unusual tat effects on the restruc¬ 
turing charge at international snackjbods in 1991, the gain on joint 
venture stock offering and the write-down of an internatiorudjoint 
venture, Both in 1990, the effective rates were 32.9%, 34.2% and 
32.1%, respectively. The decrease in 1992 was due primarily to 
lower effective rates on higher foreign income as wed as the resolu¬ 
tion of various audits. The increase in 1991 was due primarily to 
higher taxes on foreign income. 

Income and Income Per Share from Continuing Opera¬ 
tions Before Cumulative Effect cf Accounting Changes 

("income" and "income per share") in 1992 increased21% to $1.3 
Billion and 19% to $1.61, respectively, and declined 1% to $1.08 Bil¬ 
lion and $1.35, respectively, in 1991. E^xluding the unusual items, 
ineome and income per share rose 21% and 20% in 1992 and grew 
10% and 9% in 1991, respectively. 
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Consolidated Balance Sftee 

(in miffions except per share amount) 

PepsiCo , Inc. and Subsidiaries 
December 26, 1992 and December 28, 1991 


1992 1991 


ASSETS 

Current Assets 

Cash and easft equivalents . . . 

Short-term investments, at cost 


Accounts and notes receivable, Cess allowance: $112.0 in 1992 and $97.5 in 1991 . . 

Inventories. 

Prepaid expenses, ta^es and other current assets . 

Totaf Current Assets. 

Investments in Ajfjfifiates and Otfter Assets . 

Property, PCaut and Equipment, net . 

Intangibfe Assets, net . 

Totaf Assets . 

LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 

Short-term borrowings . 

Accounts payable. 

Income taxes payable . 

Accrued compens atio n and b enefits . 

Accrued marketing. 

Other current liabilities . 

Totaf Current Lia6ifities. 

Long-term Debt ... 

Otfter Liabifities . 

Deferred Income Taxes . 

Shareholders* Equity 

Capital stock, parvaCue 1 2 /H per share: authorized 1,800.0 shares, issued 863.1 shares 

Capital in excess of par value . 

Retained earnings. 

Curremy translation adjustment . 


Less: Treasuiy stock, at cost: 64.3 shares in 1992, 74.0 shares in 1991 

Totaf Shareholders’ Equity. 

Totaf Liabifities and Shareholders’ Equity . 


$ 169.9 $ 186.7 

1,888.5 1,849.3 


2 , 058.4 

2,036.0 

1 , 588.5 
768.8 
426.6 

1,481.7 

661.5 

386.9 

4 , 842.3 

4,566.1 

1 , 707.9 

1,681.9 

7 , 442.0 

6,594.7 

6 , 959.0 

5,932.4 

$ 20 , 951.2 

$18,775.1 


$ 706.8 

$ 228.2 

1 , 164.8 

1,196.6 

387.9 

492.4 

638.9 

539.7 

327.0 

333.8 

1 , 099.0 

931.4 

4 , 324.4 

3,722.1 

7 , 964.8 

7,806.2 

1 , 624.0 

631.3 

1 , 682.3 

1,070.1 

14.4 

14.4 

667.6 

476.6 

5 , 439.7 

5,470.0 

( 99 . 0 ) 

330.3 

6 , 022.7 

6,291.3 

( 667 . 0 ) 

(745.9) 

5 , 355.7 

5,545.4 

$ 20 , 951.2 

$18,775.1 


Sec accompanying Notes to Co nsofufatel Financial Statements. 
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Managements Analysis — Financial Condition 


(Sec Management's Analysis — Overview" on page 26.) 

Assets increased $2.2 billion or 12% over 1991, reflecting pur¬ 
chases of property, plant and equipment (capitaf spending), 
acquisitions, tftc impact of STAS 109 and Base Business growth. 

Short-term investments substantially represent high-grade mar¬ 
ketable securities portfolios held outside the U.S. The portfolio in 
Puerto Rico, which totaled $1.5 billion at year-end 1992 and 1991, 
arises from the strong operating cashflows of the centralized concen¬ 
trate manufacturing facifities that operate there under a tax incentive 
grant. The grant provides that the portfolio funds may be remitted to 
the U.S. without any additional tax* In 1992, PepsiCo remitted 
$360 million of the portfolio to the U.S. In 1991, $500 million of 
the portfolio was liquidated, with a portion used to rejtnance an 
international investment and the remainder remitted to the U.S. 
PepsiCo continually reassesses its alternatives to redeploy this and 
other portfolios held outside the U.S., considering other investment 
opportunities, tax consequences and wtrallfinancing strategies. 

Inventories increased $107 miffion or 16%, primarily reflecting 
acquisitions of intenratiorraCsnackfoodbusinesses. The $40 million 
or 10% increase in prepaid expenses , taxes and other current assets 
was due principally to higher deferred tax assets. 

Capital spending totaled $1.6 billion in 1992 and $1.5 billion in 
1991, with the increase driven by new restaurant units, which repre¬ 
sented about half of the 1992 and 1991 spending. Declines in 1992 
capital spending in worldwide Beverages and domestic snack foods 
were partially offset by an increase in internatiorraf snackjoods. 

Intangible assets increased $1.0 Biftion or 17% over 1991, refect¬ 
ing a $511 miffion "gross-up" of reacquired franchise rights under 
SFAS109. The increase afso refected acquisition activity , partially 
ojffset by amortization and the translation impact of a stronger U.S. 
dollar on the intangibles in the U.K. 

liabilities rose $2.4 billion or 18% over 1991, refecting the 
impacts of 5FAS 106 and SFAS 109 and an increase in total debt. 

Income ta^es payable decfined $105 million or 21%, refecting 
timing of payments as weft as cash tar benefits to be received asso¬ 
ciated with stock option exercises. Accrued compensation and 
benefits rose $99 million or 18%, refecting higher payroll-related 
accruals and the current portion of the retiree health benefits liability 
under SFAS 106. The increase in other current liabilities of $168 
miffion or 18% was led by increases in restructuring accruals. 

The $637 million or 8% increase in total short-term and long¬ 
term debt partially funded investing and other f naradng activities. 
PepsiCo's unused creditfacifities with tending institutions, which 
erist largely to support the issuances of short-term borrowings, were 
$3.5 billion at year-end 1992 and 1991. This amount of short-term 
borrowings was classified as long-term at year-end 1992 and 1991, 
refecting PepsiCo's intent and ability, through the existence of the 
credit facifities, to refinance these borrowings. 

Other liabilities increased $1.0 billion or 157%, incfuding a 
$610 million retiree health benefits liability under SFAS 106. 
Deferred income ta^es rose $ 612 million or 5 7%, primarily 
refecting the $571 miffion SFAS 109 cumulative effect and the 


$511 miffion "gross-up" of intangible assets, partiaffy offset by the 
$219 miffion deferred to* asset associated with the cumulative effect 
of adopting SFAS 106. 

Financial Leverage refers to the management of the debt and 
equity structure. PepsiCo measures leverage on a net basis, which 
takes into account its large short-term investment portfofios hetd 
outside the U.S. These portfolios are managed as part of PepsiCo's 
overall financing strategy and are not required to support day-to-day 
operations. Therefore, PepsiCo befieves its net debt position, which 
reflects the pro forma remittance of the portfofios (net of related 
ta^es) as a reduction of total debt, is the most meaningful historicaf 
cost measure of financial leverage used in its business. PepsiCo's 
ratio of net debt to net capitaf employed {defined as net debt, other 
liabilities, deferred income totes and shareholders' equity) was 45% 
at year-end 1992 and 47% at year-end 1991. The decline in the ratio 
was due to a 15% increase in net capitaf partiaffy offset by a 9% 
increase in net debt. 

PepsiCo also measures financiaf leverage on a market vafue basis. 
Management befieves that market leverage (defined as net debt as a 
percent of net debt pfus the market vafue of equity, based on the year- 
end stock price) better measures PepsiCo's financial leverage from the 
perspective of investors in its securities, as it reflects the portion of 
the current vafue of PepsiCo that is financed with debt. Unlike his¬ 
torical cost measures , the market vafue of equity is based primarily 
on the expected future cashflows that will both support debt and pro¬ 
vide returns to shareholders . The market net debt ratio was 17% at 
year-end 1992 and 19% at year-end 1991. The decfine in the ratio 
was due to a 25% increase in PepsiCo's stock price, partiaffy offset 
by the 9% increase in net debt. PepsiCo has established a target range 
for its market net debt ratio of20-25%. PepsiCo befieves that it can 
safely exceed this range on a short-term basis to take advantage of 
strategic acquisition opportunities . 

PepsiCo's negative operating working capitafposition, which 
principally reflects the cash sales nature of its restaurant operations, 
effectively provides additional capital for investment. Operating 
working capitaf, which excludes short-term investments and short¬ 
term borrowings, was a negative $664 miffion and $777 miffion at 
year-end 1992 and 1991, respectively. The decline principally reflects 
the $105 million decrease in income taxes payable. 

Shareholders* Eguity declined $190 miffion or 3% from 1991, 
primarily due to a $429 miffion decrease in the currency translation 
adjustment and $405 miffion in dividends declared, partially offset 
by net income of $374 miffion and a $298 miffion impact of treas¬ 
ury stock issuances for acquisitions and stock option exercises. The 
decrease in the currency translation adjustment was principally due 
to the impact of a stronger U.S- doffar on the translation of the net 
assets (principally intangible assets) of operations in the U.K. 

Based on income from continuing operations before cumulative 
effect of accounting changes, PepsiCo's return on average share¬ 
holders' equity was 23.9% in 1992 and20.7% in 1991. The return 
on average shareholders' equity was 24.0% in 1992 and22.7% in 
1991, excluding from both income and shareholders' equity the 
impact of the 1992 and 1991 unusual charges as well as the cumula¬ 
tive effect and 1992 impact of the accounting changes. 
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Consolidated Statement of Cos ft Flows 


fin midions) 

PepsiCo, Inc* and Subsidiaries 

Fifty-two weeks ended December 26,1992, December 28 ,1991 and December 29 ,1990 



1992 

1991 

1990 

Cos ft Flows — Continuing Operations: 

Income from continuing operations before cumulative effect of accounting changes .... 

$1,301.7 

$1,080.2 

$1,090.6 

Adjustments to reconetfie income ji'om continuing operations before cumulative effect of 
accounting changes to net cash provided by continuing operations: 

Depreciation and amortization. 

1,214.9 

1,034.5 

884.0 

Deferred income taxes . 

(52.0) 

98.0 

86.4 

Gain on joint venture stock offering... 

— 

— 

(118.2) 

Other noncash charges and credits, net. 

315.6 

227.2 

120.3 

Changes in operating working capital, excluding effect oj 7 acquisitions: 

Accounts and nates receivafile... 

(45.7) 

(55.9) 

(124.8) 

Inventories. 

(11.8) 

(54.8) 

(20.9) 

Prepaid expenses, taxes and other current assets. 

(27.4) 

(75.6) 

(41.9) 

Accounts payable . .. 

(102.0) 

57.8 

25.4 

Income taxes payable . 

(16.9) 

(3.4) 

136.3 

Other current liabi Cities. 

135.2 

122.3 

72.8 

Net change in operating working capital. 

(68.6) 

(9.6) 

46.9 

Net Cos ft Provided by Continuing Operations. 

2,711.6 

2,430.3 

2,110.0 

Cos ft Ftorus — Investing Activities: 

Acquisitions and investments in affiliates . 

(1,209.7) 

(640.9) 

(630.6) 

Purchases of property, plant and equipment. 

(1,549.6) 

(1,457.8) 

(1,180.1) 

Proceeds from sales of property, plant and equipment. 

89.0 

69.6 

45.3 

S hart-term investments, by original maturity: 

Mare than three manths — purchases . 

(1,174.8) 

(1,849.2) 

(2,093.2) 

More than three manths — safes. 

1,371.8 

1,873.2 

2,139.4 

Three manths or less, net. 

(249.4) 

(164.9) 

(228.0) 

Proceeds from joint venture stock offering . 

— 

— 

129.6 

Other, net . 

(30.8) 

(105.8) 

(119.7) 

Net Casft Used for Investing Activities. 

(2,753.5) 

(2,275.8) 

(1,937.3) 

Cos ft Flows — Financing Activities: 

Proceeds from issuances of long-term debt. 

1,092.7 

2,799.6 

777.3 

Payments of long-term deht. 

(616.3) 

(1,348.5) 

(298.0) 

Short-term borrowings, by original maturity: 

More than three months—proceeds... 

911.2 

2,551.9 

4,041.9 

More than three months —payments. 

(2,062.6) 

(3,097.4) 

(2,6 47.4) 

Three months or less, net. 

1,075.3 

(467.1) 

(1,480.7) 

Cash dividends paid. 

(395.5) 

(343.2) 

(293.9) 

Purchases of treasury stock . 

(32.0) 

(195.2) 

(147.7) 

Proceeds from exercises of stock options. 

82.8 

15.8 

9.3 

Other, net. 

(30.9) 

(47.0) 

(37.9) 

Net Cos ft Provided by [Usedfor) Financing Activities. 

24.7 

(131.1) 

(77.1) 

Effect of Exchange Rate Changes on Cos ft and Cos ft Equivalents. 

0.4 

(7.5) 

(1.0) 

Net Increase [Decrease) in Casft and Cos ft Equivalents. 

(16.8) 

15.9 

94.6 

Casft and Casft Equivalents — Beginning of Tear. 

186.7 

170.8 

76.2 

Casft and Casft Equivalents — End of Tear. 

$ 169.9 

$ 186.7 

$ 170.8 


Sec accompanying Notes to Consolidated Financial Statements, including Note 4 — Supplemental Casft Flow Information. 


34 










































































Management's Anafysis — Cash Flows 


(See "Management's Analysis — Overview" cm page26.) 


Cash flow activity in 1992 refected strong cash flows from continu¬ 
ing operations of $2.7 billion and net proceeds of $400 miffion jrom 
debt issiainees and payments. Major funding needs included capital 
spending of $1.5 billion, acquisition and affiliate investment 
activity of $1.2 billion aruf dividends oJ$396 million. 

Otic of PepsiCo's most significant financial strengths is its inter¬ 
nal cash generation capability. In 1992, cashflows generated , after 
capital spending and acquisitions, in the snack food and beverage 
segments were partialdy offset by a cash use in the restaurant segment 
that reflected funding of additional units, 6oth constructed and 
aapairedfromfranchisces. Net cash flows Jrom PepsiCo's domestic 
businesses were partially offset by international uses of cash, reflect¬ 
ing strategies to accelerate growth in inter national operations. As the 
chart below illustrates, over the Cast three years, net cash provided by 
continuing operations substantially funded capital spending, divi¬ 
dend payments and cash acquisition and affiliate investment activity. 


Net Cash Provided by Continuing 
OperatioTrs vs. Capital 
Spending, Dividends Paid and 
Cas h Acquisitions 

(S In Miffion^) 


■ Net Cos ft.proviiial Dividend Paul 

■ CapUuf Spoiling ■ Atgubiliaji* 
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Net Cash Provided by Continuing Operations in 1992 rose 
$281 mitfion or 12% over 1991, driven by higher income , and in 

1991 grew $320 million or 15% over 1990. The increases in 
depreciation and amortization noncash charges of $180 million in 

1992 and $151 million in 1991 reflected capital spending and 
acquisitions. The 1992 decline of $150 million in the deferred 
income tax provision was primarily due to the impact of 5FAS 106 
and SFAS109, higher restructuring accruals and lower prefunding of 
employee benefit expenses . The other net noncash charges and credits 
reflect increased accruals of noncurrent liabilities in 1992 arufl991. 
The comparison of the 1992 net change in operating working capital 
to 1991 reflects normaC changes in most accounts with the net 
change, driven by accounts payable, due primarily to timing of year- 
end payments, partially offset by the impact on prepaid expenses of 
the lower prefunding of employee benefits . The 1991 to 1990 
comparison of operating working capital changes refects the timing 
of income tax payments and higher prefunding of employee benefits, 
partially offset by modest growth in accounts receivable due to slower 
vofume growth in domestic bottling operations as well as the impact 
of accrued restructuring charges. 


Investing Activities over the past three years reflected strategic 
spending in all three industry segments through acquisitions, invest¬ 
ments in affiliates and capital spending. Acquisition aruf affiliate 
investment activity in 1992 included cash and noncash (primarily 
treasury stock issuance) transactions of $1.2 6iffion and $190 
million, respectively, and was led by acquisitions of international 
and domestic franchised bottling and restaurant operations. About 
60% ojdhe acquisitive activity in 1992 represented international 
transactions compared to 20% in 1991. Significant activity 
subsequent t o year-end 1992 included the buyout of PepsiCo's joint 
venture partners in a franchised bottling operation in Spain and 
the related acquisition of their fruit-flavored beverage business for 
$213 million in cash. High cost local currency debt assumed in the 
transaction of $114 million will be retired in the first half of 
1993 , As of February 1993, completed and probable cash and stock 
acquisitions, including the above transaction, totaled approximately 
$1 billion. PepsiCo continues to seek opportunities to strengthen its 
position in its domestic and international industry segments through 
such strategic acquisitions. Capital spending is expected to increase 
to approximately $1.7 billion i n 1993 from $1.5 billion in 1992. 
About half of the 1993 amount is targeted for restaurants, fed by new 
units, and the balance is evenly divided between beverages and snack 
foods, reflecting productive capacity expansion and maintenance. 
Approximately 3 0% of the planned 1993 capital spending relates to 
international businesses, about the same as 1992 and 1991. 

Financing Activities resulted in an increase in net cash 
provided of $156 million over 1991, principally reflecting a decline 
in purchases of treasury stock and an increase in proceeds from 
exercises of stock options, partially offset by higher payments of 
tfividends and lower net proceedsfrom short and long-term debt 
issuances and payments. Payments of long-term debt in 1991 
included retirement of a $300 million nonrecourse obligation. 

During 1992, PepsiCo issued $1.7 billion of notes and used the 
proceeds to refinance short-term borrowings , which partially funded 
investing and other financing activities. Subsequent to year-end, 
PepsiCo issued $425 million of notes through February 1993. All of 
the issuances were under a $3.3 billion shelf registration statement 
fifed with the Securities and Exchange Commission in December 
1991. The amount available for future debt issuances under the shelf 
registration totaled $1.2 billion as of February 1993. As a result of 
the refinancings and interest rate swap transactions, the amount 
of variable rate debt increased over last year, representing about hedf of 
PepsiCo's debt portfolio at year-end1992. 

Cash dividends declared were a record $ 405 million in 1992 and 
$363 midum in 1991. PepsiCo targets a dividend payout of approxi¬ 
mately one-third of the prior year's income, thus retaining sufficient 
earnings to provide financial resources for growth opportunities. 

Share repurchase decisions are evaluated considering the target 
capital structure and other investment opportunities. In 1992, 
PepsiCo repurchased one million shares, alt in thefirst quarter, at a 
costof%2>2 million. Including these repurchases, 21,8 million shares 
have been purchased under the 45 miffion share repurchase authority 
granted by PepsiCo's Board of Directors in 1987, 
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Consolidated Statement of Shareholders* Equity 

f 5 fuarrin t/ioiisnnfCs^ dofhi rc in millions except per share amounts} 

PepsiCo, Inc. ami Subsidiaries 

Fifty-two weeks ended December 26, 1992, December 28,1991 and December 29,1990 


Capital Stock 

- 4 - Capital Currency 

_issued_ Treasury in Excess Retained TVansCation 

_Shares Amount Shares Amount of Par VaCne Earnings Adjustment Totaf 

Shareholders' Equity, December 30,1989 . . . 863,083 $ 14.4 (72,026) $ (491.8) $ 323.9 $ 3,978.4 $ 06.2 $3,891.1 


1990 Net income. 

Cask dividends declared (per 

share-$0.38). 

Currency trans Cation adjustment. 

Purchases of treasury stock. 

Shares issued in connection with 

acquisitions. 

Stock option exercises, including ta* 
benefits, and compensation awards .... 
Otherj principally conversion of 

debentures . 


(6,310) (147.7} 

2,013 16.3 


1,072 

557 


7.8 

4.0 


30.1 

9.1 

1.9 


1,076.9 

(302.3) 


317.0 


1,076.9 

(302.3) 

317.0 

(147.7) 

46.4 

16.9 

5.9 


Shareholders’ Equity, December 29,1990 . . . 

1991 Net income . 

Cask dividends declared (per 

share-$0.46). 

Currency trans Cation adjustment . 

Purchases of treasury stock. 

Shares issued in connection with 

acquisitions. 

Stock option exercises , including tax 
benefits , and compensation awards . . . . 
Other, principally conversion of" 

debentures. 


863,083 $ 14.4 (74,694) $ (611.4) 


(6,392) 

(195.2) 

5,613 

46.7 

1,446 

13.6 

45 

0.4 


$ 365.0 $ 4 ,753.0 $ 383.2 $ 4,904.2 


1,080.2 1,080.2 

(363.2) (363.2) 

(52.9) (52.9) 

(195.2) 

95.0 141.7 

16.4 30.0 

0.2 0.6 


Shareholders'Equity December 28,1991 . . . 863,083 $ 14.4 (73,982) $ (745.9) $ 476.6 $ 5,470.0 $ 330.3 $ 5,545.4 


1992 Net income. 

Cash dividends declared (per 

share-$0.5l). 

Currency translation adjustment. 

Purchases of treasury stock. 

Shares issued in connection with 

acquisitions. 

Stock option exercises, including tax 
benefits, and compensation awards 
Other, principally conversion of 

debentures . 

Shareholders’ Equity, 

December 26 ,1392 . 


863,083 $14.4 


374.3 374.3 

(404.6) (404.6) 

(429.3) (429.3) 


(1,000) 

(32.0) 


(32.0) 

4,265 

44.2 

115.3 

159.5 

6,333 

65.5 

75.5 

141.0 

107 

1.2 

0.2 

1.4 

(64,277) $(667.0) 

$667.6 

$5,439.7 $(99.0) $5,355.7 


Set accompanying Notes to C o ns a iidaitd F i none iai State mt nts. 
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Notes to Consotufatetl Financial Statements 


(tabular dolfars in millions excep tper share amounts) 

Note 1 — Summary of Significant Accounting Policies 

Significant accounting poticies are (fisciLsseif below and , where 
applicable, in the Notes that follow. 

Principles of Consolidation— The financial statements reflect 
tfie consolidated accounts of PepsiCo, Inc. and its controlled affili¬ 
ates. Intercompany accounts and transactions have been eliminated . 
Investments in ajffliates in wftieft PepsiCo exercises significant 
influence But not control are accounted for by tfte equity metftod, and 
tfte equity in net income is included in “Selling, general and admin¬ 
istrative expenses" in the Consolidated .Statement of Income. The 
Consolidated Statement of Income for 1991 and 1990 has been res¬ 
tated to report under tfte equity metftod of accounting tfte results of 
previously consolidated snack food businesses in Spain, Portugal and 
Greece, which were contributed to a joint venture witft General 
Mitts, Inc. in late 1992. Although the equity interest and previousty 
consolidated businesses are not significant to PepsiCo's Consolidated 
FinancialStatements, tfte restatement is intended to improve the 
comparability of PepsiCo's operating resufts. Tfte restatement ftad no 
effect on income from continuing operations before cumulative effect 
of accounting changes or net income . Tfte Consolidated Balance 
Sheet and Statement of Cash Plows were not restated. Certain other 
reclassifications were made to prior year amounts to conform witft 
tfte 1992 presentation. 

Marketing Costs — Marketing costs are reported in ''"Setting, 
general and administrative expenses" in tfte Consolidated Statement 
of Income and include costs of advertising, marketing and promo¬ 
tional programs. Promotionafdiscounts are expensed as incurred, and 
otfter marketing costs not deferred are charged to expense ratably in 
relation to sates over tfte year in which incurred. Marketing costs 
deferred consist of media and personat service advertising prepay¬ 
ments, materials in inventory and production costs of future media 
advertising; these assets are expensed in tfteyear used. 

Franchise Arrangements — Franchise arrangements with res¬ 
taurant franchisees generally provide Jbr initialfees and continuing 
royalty payments to PepsiCo based upon a percentage of safes. Tfte 
arrangements are intended to assist franchisees through , among otfter 
tftings, product development and marketing programs initiated by 
PepsiCo jbr both its company-owned and franchised operations. On a 
limited basis, franchisees have atso entered into leases of restaurant 
properties teased or owned by PepsiCo (see Note 10). Royalty reve¬ 
nues, initiafjees and rentaf payments jrom franchisees, which are 
included in "Net Safes" in tfte Consolidated Statement of Income, 
aggregated $344 million, $326 million and $294 million in 1992, 
1991 and 1990, respectively. Francftise royalty revenues, which 
represent tfte majority of these amounts, are recognized on an accrual 
Basis. PepsiCo also has franchise arrangements with Beverage bot¬ 
tlers, wftieft do not provide for royalty payments. 

Classification of Restaurant Operating Expenses — 
Operating expenses incurred at tfte restaurant unit tevef consist 


primarily of food and related packaging costs, tabor associated witft 
food preparation and customer service, and overhead expenses. For 
purposes of tfte Consofidated Statement of Income, food and packag¬ 
ing costs as wed as ad tabor-retated expenses are classified as "Cost 
of sales, ” and ad otfter unit tevef expenses are classified as "Seding, 
general and administrative expenses 

Cash Equivalents - Cos ft equivalents represent funds 
temporarily invested (witft original maturities not exceeding tftree 
months) as part of PepsiCo's management of day-to-day operating 
cash receipts and disbursements. All otfter investment portfolios, 
primarily held outside tfte U.S., are classified as short-term 
investments. 

Net Income Per Share — Net income per sftare is computed by 
dividing net income by the weighted average number of shares and 
sftare equivalents outstanding during eaeftyear. 

Research andDevelopment Expenses — Research, and devel¬ 
opment expenses, wftieft are expensed as incurred, were $102 
millionj $99 million and $101 midion in 1992,1991 and 1990, 
respectively. 

Note 2 — Business Segments 

Informationregarding industry segments and geographic areas of 
operations is provided on pages 28 and 29. 

Note 3 —Net Unusual Charges and Impact of Accounting 
Changes 

Information regarding items affecting comparability, inefuding 
restructuring actions in both. 1992 and 1991 and tfte 1992 impact of 
tfte accounting eftanges, is provided on page 28. PepsiCo adopted the 
new Statements of Financial Accounting Standards, "Employers' 
Accounting for Postretirement Benefits Otfter Tftan Pensions " (SFAS 
106) and "Accountingfor Income Taxes" (SFAS 109), elective 
December 29, 1991. (See Notes 11 and 14.) 

Note 4 — Supplemental Cash Flow Information 



1992 

1991 

1990 

Cash Flow Data 

Interest paid. 

$574.7 

490.1 

656.9 

Income taxes paid . 

$519.7 

385.9 

375.0 

Schedule of Noncash Investing and 
Financing Activities 

Liabilities assumed in connection 
witft acquisitions. 

$383.8 

70.9 

126.7 

Issuance of treasury stock and 

left for acquisitions. 

$189.5 

162.7 

105.1 

Book value of net assets excftangedfbr 
investment in affiliate . 

$ 86.7 



Additions of capital Ceases. 

$ 15.5 

26.5 

18.1 

Issuance of treasury stock for 

compensation awards and conversion 
of debentures. 

$ 2.6 

14.7 

13.5 













Note 5 Acquisitions and Investments in Affiliates 

During 1992, PepsiCo completed a number of acquisitions and ajfli- 
ate investments in all three industry segments aggregating $1.4 
Billion, principally for cash. This activity included acquisitions of 
international (primarily Canada] ami domes ticjranchised Bottfing 
operations and a number of domestic and international franchised 
restaurant operations, the buyout of PepsiCo's joint venture partner 
in a Canadian snack food Business aruf an equity investment in a 
domestic mid-scafe gourmet pizza Business, In addition, PepsiCo 
exchange! certain previously consolidated snack food Businesses in 
Europe with a net Booh vafue of $87 million for a GO % equity inter¬ 
est in a new international snack food joint venture with Generaf 
Mills, Inc. PepsiCo secured a controlling interest in the Gamesa 
Mexican coo hie Business through an exchange of certain non-coo hie 
operations of Gamesa for its joint venture partner's interest. 

Significant activity subsequent to December 26,1992 included 
the buyout of PepsiCo's joint venture partners in a franchised bottling 
operation in Spain and the related acquisition of their fruit-flavored 
beverage business for $213 million in cash. 

During 1991, acquisition aruf affiliate investment activity aggre¬ 
gated $804 million , principally for cash, led by acquisitions of 
domestic franchised restaurant operations . 

During 1990, acquisition aruf ajffiate investment activity aggre¬ 
gated $736 million, principally for cash, and included an equity 
interest in the Gamesa coohie business as well as acquisitions of 
franchised bottling and restaurant operations. 

The acquisitions have been accounted for by the purchase method; 
accordingly, their results are included in the Consolidated Financial 
Statements from their respective dates of acquisition. The aggregate 
impact of acquisitions was not material to PepsiCo's net safes, net 
income or net income per share; accordingly, no relatedproforma 
information is provided. 

Note 6—Inventories 

Inventories are vafued at the lower of cost (computed on the average, 
first-in, first-out or last-in, first-out methods) or net realizable vafue. 
The cost of 44% of1992 inventories and 49% of 1991 inventories 
was computed using the last-in, first-out (LIFO) method. The 
carrying vafue of totaf LIFO inventories was fewer than the approxi¬ 
mate current cost of those inventories by $3 A milfion at year- end 
1992 and $13.4 million at year-end 1991. 


_ 1992 1991 

Raw materials , supplies and in-process. $388.1 $345.3 

Finished goods . 380.7 316.2 


$768.8 $661.5 


PepsiCo hedges certain raw material purchases through commodi¬ 
ties futures contracts to reduce its exposure to marhet price fluctua¬ 
tions^ Gains and fosses on these contracts are included in the cost of 
the raw materiafs. 


Note 7 — Property, Pumt and j^guipment 

Property, plant and equipment are stated at cost. Depreciation is cal¬ 
culated principally on a straight-fine basis over the estimated useful 
fives of the assets. Depreciation expense in 1992,1991 and 1990 
was $923 mihion, $800 million and $686 miffion, respectively. 



1992 

1991 

Land. 

. . $ 1,010.0 

$ 880.1 

Buildings and improvements. 

4,269.5 

3,707.1 

Capital leases, primarily buildings . 

330.5 

288.2 

Machinery and equipment. 

6,485.2 

5,626.3 


12,095.2 

10,501.7 

Accumulated depreciation. 

(4,653.2) 

(3,907.0) 


$ 7,442.0 

$ 6,594.7 


Nate 8 — Intangible Assets 

Identifiable intangible assets arisejrom the allocation of purchase 
prices of businesses acquired, and consist principally of reacquired 
franchise rights and trademarks. Keacxpaired franchise rights relate, to 
acquisitions affranchised bottling and restaurant operations, and the 
trademarks principally relate to acquisitions of internationaf snack 
food operations and the 1986 acquisition of KFC. Vafues assigned to 
such identifiable intangibles were based on independent appraisals or 
internal estimates. Goodwill represents any residual purchase price 
after allocation to all identifiable net assets . 

1992 _ 1991 

$ 3,476.9 $ 2,835.6 

734.2 764.0 

159.6 193.3 

2,588.3 2,139.5 

$ 6,959.0 $ 5,932.4 


Intangible assets are amortized on a straight-fine basis over appro- 
priateperiods generally ranging from 20 to 40 years. Accumulated 
amortization was $1.0 billion and $757 million at year-end 19 92 
and 19 91, respectively. 

Note 9— Short-term Borrowings and Long-term Debt 



1992 

1991 

Short-term Borrowings 

Commercial paper (3.5% and 6.1% 

weighted average interest rate at year- end 

1 992 and 1991, respectively). 

$ 2,113.6 

$ 1,616.7 

Current maturities of long-term debt iss¬ 
uances . 

1,052.6 

619.2 

Motes (A). 

634.5 

1,100.0 

Other borrowings . 

406.1 

342.3 

Amount reckssified to (bng-term 

debt (B). 

(3,500.0) 

(3,450.0J 


$ 7 06.8 

$ 228.2 


Reacguiredfranchise rights. . 

Trademarks . 

Other identifiable intangibles 
Goodwill . 
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1992 

1991 

Long-term DeBt 

Short-term Borrowings, 

reclassified (B). 

$3,500.0 

$3,450.0 

Notes due 1993 through 1999 (6.6% 
and 7.1% weighted average interest 
rate at year-end 1992 and 1991, 
respectively) (A). 

4,209.1 

3,381.0 

Zero coupon notes, $950 million due 
1993-2012 (14.4% and 14.1% semi¬ 
annual weighted average yield to maturity 
at year-end 1932 and 1991, respectively) 

300.4 

365.6 

Swiss franc perpetual Foreign Interest Pay¬ 
ment bonds (C). 

211.4 

210.7 

European Currency Units 7 Vs% notes due 
1992 {D). 


134.2 

Pound sterling 9!4% notes due 

1993 (D). 

91.0 

112.5 

Swiss ^ranc 5 l A% bearer bonds due 

1995 (D). 

89.1 

99.5 

Swiss franc 7Vs% notes due 1994 (D). 

69.1 

74.1 

Capital lease obligations (see Note 10) .... 

242.0 

213.3 

Other, due 1993-2020 (6.8% and 7.7% 
weighted average interest rate at year-end 
1992 and 1991, respective!)/). 

305.3 

384.5 


9,017.4 

8,425.4 

Less current maturities of long-term de6t 
issuances. 

(1,052.6) 

(619.2) 

Tbtaf long-term deBt. 

$7,964.8 

}7,806.2 

Long-term deBt is carried net of any related discount or 

premium 

and unamortized debt issuance costs. The deBt agreements include 

various restrictions, none of which is presently significant to PepsiCo. 

The annual maturities of long-term debt through 1997, excluding 


capital 1 east oBtigations and the reclassified short-term borrowings , 
are: 1993-$1.03 billion.; 1994-$1.08 billion; 1995-$ 803 million; 
1996-$ 835 miCfionandl997-$312 million . 

(A) PepsiCo has entered into interest rate swap agreements to 
effectively convert $ 725 million and $865 million offiKed interest 
rate de6t issuances to variable rate deBt with a weighted average 
interest rate of 3.4% and 4.6% at year- end 1992 and 1991, respec¬ 
tively, as weft as effectively convert $214 million amf $164 million 
of variable interest rate debt to fixed rate debt with an interest rate of 
7.0% aruf 7.8% at year-end 1932 amf 1991, respectively. Tfie dif¬ 
ferential to Be paid or received on interest rate swaps is accrued as 
interest rates change and is charged or credited to interest expense 
over tfie life of the agreements. 

(B) At year-end 1992 and 1991, $3.5 billion of short-term bor¬ 
rowings were classified as long-term , refecting PepsiCo's intent amf 
ability to refinance these Borrowings on a Cong-term Basis, through 
either long-term deBt issuances or rollover of existing short-term Bor¬ 
rowings. At year-end1992 amf 1991, PepsiCo had revolving credit 
agreements covering potential borrowings aggregating $3.5 billion; 
with the current agreements expiring in 1995 through 1998, These 
unused credit facilities provide the ability to refinance short-term 
Borrowings, 


(C) The coupon rate of the Swiss franc 400 million perpetual 
Foreign Interest Payment bonds issued in 1986 is 7 1/2% through 
1996. The interest payments are made in U.5. dollars at a fixed 
contractual exchange rate. Tfie Bonds fiave no stated maturity date. 
At the end of each 10-year period after the issuance of the bonds , 
PepsiCo and the bondholders each fiave tfie right to cause redemption 
of tfie Bonds. If not redeemed, the coupon rate will Be adjusted Based 
on tfie prevailing yield of 10-year U.S. TVeasuty Securities. The prin¬ 
cipal^ oftfie 6onds is denominated in Swiss francs. PepsiCo can, amf 
intends to, limit the ultimate redemption amount to the ITS. dollar 
proceeds at issuance, which is the Basis of the carrying value. 

(D) PepsiCo fias entered into currency exchange agreements to 
hedge its foreign currency exposure on these issues of non-U.S. dollar 
denominated debt . At year-end 1992, the carrying value of this debt 
aggregated $249 miCTion and the net receivaBfe under related currency 
exchange agreements aggregated $20 million, resulting in a net 
efjfotive U.S. dollar liahiCity of $229 million with a weighted aver- 
agefi^ed interest rate of 7.2%. At year-end 1991, the aggregate 
carrying values of the deBt and the net receivaBte under related cur- 
rency exchange agreements were $420 million and $ 77 million, 
respectively, resulting in a net effective U.S. dollar liability of $343 
million with a weighted average fixed interest rate of 7.3%. The 
carrying values of the currency exchange agreements are reflected in 
the Consolidated Balance Sheet as gross receivables and payables 
under the appropriate current and noncurrent asset and liability cap¬ 
tions. Changes in the carrying value of a currency exchange 
agreement resulting from exchange rate movements are offset by 
changes in the carrying value of the related non-U.S. dollar denomi¬ 
nated debt; as Both values are Based on current exchange rates. 

In early 1992, PepsiCo effectively fixed the interest rates on $1.1 
Billion of commercial paper borrowings through several interest rate 
swap agreements tftat terminate in Fefiruary through May of1395. 

Except for these commercial paper swaps, the maturity dates of 
interest rate swaps and currency exchange agreements correspond 
with tftose of the related deBt instruments. The counterparties to 
PepsiCo's interest rate swaps and currency exchange agreements con¬ 
sist of a diversified group of financial institutions. PepsiCo is 
exposed to credit risk to the extent of nonperformance by these coun¬ 
terparties; however, PepsiCo regularly monitors its positions and the 
credit ratings of these counterparties and considers the risk of default 
to Be remote. Additionally, due to the frequency of interest payments 
and receipts; PepsiCo's credit risk related to interest rate swaps is 
not significant. 

Note 10 — Leases 

PepsiCo has noncancelable commitments under Both capital and oper¬ 
ating (eases, primarily for restaurant units. Certain of these units 
have Been subleased to restaurantfranchisees. Commitments on 
capital and operating leases expire at various dates through 2088 
and, in many cases, provide for rent escalations and renewal options. 
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Most lease: require payment of related occupancy costs which include 
properly taxes, maintenance and insurance. 

Future minimum commitments and sublease receivables under 
noncanctlable leases are as follows: 

Commitments Sublease Receivables 


Direct 

_Capital_Operating Financing_Operating 

1993 . $ 4 S3 $ 225.9 $ 3.9 $ 8.4 

1994 . 46.5 197.9 3.7 7.9 

1995 . 41.9 177.3 3.5 7.2 

1996 . 35.9 158.0 3.3 6.4 

1997 . 31.3 141.4 3.0 5.4 

Later years . . 211.2 779.6 9.5 24.2 

$415.1 $1,680.1 $26.9 $59.5 


At year- end 1992, tfie present value of minimum payments under 
capital leases was $242 million, after deducting $1 midion jdr esti¬ 
mated executory costs (taxes, maintenance and insurance) and $172 
million representing imputed interest. The present vafue of minimum 
receivables under direct financing subleases was $17 midion after 
deducting $10 million of unearned interest income, 

Totaf rentaf expense and income and tfie contingent portions of 
these totals were as follows : 


1992 1991 1990 


Totaf rentaf expense. 

$379.0 

323.2 

272.7 

Contingent portion of expense 

$ 27.5 

22.3 

21.4 

Total rentaf i?ico me. 

$ 14.7 

13.0 

10.5 

Contingentportion of income . 

$ 4.5 

. 4.8 

4.9 


Contingent rentals are Based on sates by restaurants in excess of 
levels stipulated in tfie tease agreements. 


Nate 11—Postretirement Benefits Other Than Pensions 

PepsiCo provides postretirement health care and life insurance Bene¬ 
fits (postretirement Benefits) to eligible retired U.5. employees. 
Employees who have 10 years of service and attain age 55 white in 
service with PepsiCo are eligible to participate in the postretirement 
benefit flans . The plans in effect through 1992 were largely non¬ 
contributory and were not funded. 

Effective DecemBer 29,1991, PepsiCo adopted Statement of 
Financial Accounting Standards No. 106 (SEAS 106), "Employers' 
Accounting for Postretirement Benefits Other Than Pensions/' SEAS 
106 requires PepsiCo to accrue the cost of postretirement Benefits 
over the years employees provide services to the date of their full efi- 
gibility for such Benefits. Previously, such costs were expensed as 
actual claims were incurred. PepsiCo elected to immediately recog¬ 
nize the transition obligationfor future Benefits to 6e paid related to 
past employee services, resulting in a noncash charge of $575.3 
midion pretax ($356.7 million after-tax or $ 0.44 per share) that 
represents the cumulative effect of the change in accounting for years 
prior to 1992. The expense accrued in 1992 exceeded the amount 
under the previous accounting method By $52.1 midion pretax 


($32.3 after tax or $0.0-1 per share). PepsiCo's cash flows will be 
unaffected by this accounting change because PepsiCo intends to con¬ 
tinue its current practice of paying the costs erf these postretirement 
Benefits as the claims are incurred. 

The postretirement Benefit expense for 1992 included the follow¬ 


ing components: 

Service cost of Benefits earned. $25.5 

Interest cost on accumulated postretirement 

Benefit obligation . 50.8 

Amortization of prior service cost. 0,1 

Postretirement Benefit expense for 1992. $76,4 


Health care claims incurred and life insurancepremiums paid 
totaled $24.3 million, $23.9 midion and $20.4 million in 1992, 
1991 and1990, respectively . 

The 1992 postretirement Benefit liability included the following 
components: 

Actuarial present value of postretirement Benefit o 6 fig at ions: 


Retirees. $(251,2) 

Fudy efigiBfe active plan participants . (132.5) 

Other active p Can participants. (312,1) 

Accumulated postretirement Benefit o 6 figation. (695,8) 

Unrecognized prior service cost. 0.5 

Unrecognized net toss. 58.0 

Postretirement Benefit liability at year-end 1992. $(637.3) 

Included in: 

“Accrued compensation and benefits” . $ (26,9) 

"Other Liabilities” . (610.4) 

$(637,3) 


The discount rate used to determine the accumulated postretire¬ 
ment Benefit obligation was 8.2%. The assumed health care cost 
trend rate used to measure the accumulated postretirement Benefit 
oB ligation was 12.5% initially, declining gradually to 5.5% in 
2005 and thereafter. A one-percentage-point increase in the assumed 
health care cost trend rate would have increased the 1992 post- 
retirement Benefit expense By $13.3 midion and would have 
increased the 1992 accumulated postretirement benefit o6figation 
By $119.4 midion. 

Effective in 1993 and 1994, certainfeatures of the plans have 
Been amended. For future retirees, PepsiCo wid introduce retiree 
cost-sharing and will implement programs intended to stem rising 
costs. Also, PepsiCo has adopted a provision which fimits its future 
obligation to absorb health care cost inflation. These amendments 
will result in an unrecognized gain of $191 million, which will 
Be amortized on a straight-fine Basis over the average remaining 
employee service period of 10 years as a reduction in postretire¬ 
ment Benefit expense Beginning in 1993. The projected 1993 post- 
retirement Benefit expense is approximately $36 million, or about 
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$40 mitTion less than the 1992 expense. This anticipated net 
decline is primarily due to tfte plan amendments, reflecting reduc¬ 
tions in service and interest costs as wed as tfte amortization of the 
unrecognized gain . 

Altftougft notyet measured, 06 ligations related to international 
postretirement Benefit plans are not expected to Be significant, 
since these Benefits are generally provided through government- 
sponsored plans. 

Note 12 — Pension Plans 

PepsiCo sponsors noncontriButory defined Benefit pension plans 
covering substantially all full-time domestic employees as well as 
contributory and noncontriButory defined Benefit pension plans cover¬ 
ing certain international employees. Benefits generally are Based on 
years of service and compensation or stated amounts for each year of 
service. PepsiCo funds the domestic plans in amounts not less tftan 
minimum statutory funding requirements nor more tftan tfie max¬ 
imum amount that can Be deducted for federal income tax purposes. 
Intemationalplans are funded in amounts sufficient to comply witfv 
local statutory requirements. Tfte plans' assets consist principally of 
equity securities, government and corporate deBt securities and otfter 
fixed income oBligations. PepsiCo Capital Stock accountedfor 
approximately 20% and 13% of tfte total market value of tfte plans' 
assets for 1992 and 1991, respectively. 

Full-time domestic employees not covered by these plans generally 
are covered By multiemptoyer plans as part of collective-Bargaining 
agreements. Pension expensefor these multiemployer plans was not 
significant in tfte aggregate. 

For eacft of tfte years presented Below, tfte information includes 
domestic pCarrs and plans in tfte U.K. Because of1992 acquisition 
activity, tfte information for 1992 also includes plans in Canada . 
Otfter intemationalplans are not significant in tfte aggregate and 
therefore are not included in tfiefbflowing disclosures. 

Tfte net pension expensefor company-sponsored plans (tfte Plans) 
included the following components; 



1992 

1991 

1990 

Service cost of Benefits earned. 

Interest cost on projected Benefit 

. $ 60.9 

$ 46. 8 

$ 48.1 

oB ligation. 

Return on Plan assets : 

82.9 

69.2 

63.3 

Actual. 

(97.3) 

(224.1) 

(27.0) 

Deferred gain (loss). 

(5.9) 

134.2 

(55.9) 


(103.2) 

(89.9) 

(82.9) 

Amortization of net transition gain. . 

(19.0) 

(19.0) 

(19.0) 

Pension expense 

$ 21.6 

$ 7.1 

$ 9.5 


The following disclosures have Been aggregated for all Plans, as 
tfte amountsfbr certain smalt plans wit ft accumulated Benefit oBliga¬ 
tions exceeding tfte assets were not significant. Reconciliations of 


tfte funded status of the Plans to the prepaid pension liability 
included in tfte Consolidated Balance Sheet are as follows: 



1992 

1991 

Actuarial present value of Benefit 
obligations: 

Vested Benefits. 

$ (853.4) 

$ (717.1) 

Nonnested 6 erafits. 

(80.7) 

(96.8) 

Accumulated 6 enefit 06 ligation. 

(934.1) 

(813.9) 

Effect of projected compensation 

increases. 

(166.3) 

(133.0) 

Projected benefit obligation . 

(1,100.4) 

(946.9) 

Plan assets at fair value. 

1,299.2 

1,199.3 

Plan assets in excess of projected Benefit 
o 6 ligation. 

198.8 

252.4 

Unrecognized prior service cost . 

52.2 

48.7 

Unrecognized net gain. 

(57.9) 

(103.4) 

Unrecognized net transition gain. 

(110.1) 

(129.1) 

Prepaid pension liability . 

$ 83.0 

$ 68.6 

Included in: 

"Investments in Affiliates and 

Other Assets” . 

$ 126.1 

} 106.5 

"Otfter current liaftilities". 

. . (24.5) 

(22.6) 

"Otfter Liabilities" . 

(18.6) 

{15-3) 


$ 83.0 

$ 68.6 

Tfte assumptions used in computing tfte information aBove were 

as follows: 

1992 1991 

1990 

Discount rate-pension e^yense . . 

8.5% 9.5 

9.1 

Expected long-term rate of return 
on plan assets. 

10.1% 10.2 

10.2 

Discount rate-projected Benefit 
obligation . 

8.3% 8.6 

9.5 

Future compensation 

growth rate . 3.3%-7.0% 3.3-7.4 

5.0-7.0 


Tfte discount rates and rates of return represent weighted averages, 
reflecting tfte combined as sumptions for tfte domestic and intema¬ 
tionalplans included as dcscriBed above. 

Note 13 —Postemployment Benefits Otfter Tftan to 
Retirees 

In November of 1992, tfte Financial Accounting Standards Board 
issued Statement of Financial Accounting Standards No. 112 
(SFAS 112); “Employers’ Accountingfbr Postemployment Benefits." 
STAS 112, wfiicft must Be adopted by 1994, requires empfoyers to 
accrue tfte cost of postemployment benefits (including salary con¬ 
tinuation, severance and disability Benefits, joB training and 
counseling and continuation of Benefits sued as ftealtft care and life 
insurance coverage) to former or inactive employees . PepsiCo accrues 
some, But not all postemployment Benefits. SFAS 112 requires imme¬ 
diate recognition of any obligation upon adoption . PepsiCo ftas not 
yet determined tfte impact of adoption. 
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Note 14 — Income Taxes 

Effective December 29, 1991, PepsiCo adopted Statement of Finan¬ 
cial Accounting Standards No. 109 (SFAS109), “Accounting for 
Income Taxes.” Under 5FAS 109, the deferred income tax expense or 
Benefit generally a rises from changes in differences between financial 
reporting and tax bases of all assets and liabilities (with exceptions 
related to goodwill and investments in foreign Businesses), and pre¬ 
viously recorded deferred tax assets and liabilities are adjusted upon 
any changes in enacted tax rates. Differences between financial 
reporting and tax Bases resuft most frequently from differences in tim¬ 
ing of income and expense recognition. Another common source of 
bases differences is acquisition activity. Tax laws applicable to 
acquisitions can resuft in significant differences in values assigned to 
assets, particularly identijtahCe intangibles , that are not reflected in 
tax returns untess the assets are sold. Under the previous accounting 
rules, Accounting Principles Board Opinion No. 11 (APB 11), the 
deferred income tax expense or 6enefit generally arose from changes in 
Bases differences related only to timing , and previously recorded 
deferred tax assets and liabilities were not adjusted to reflect changes 
in enacted tax rates. 

PepsiCo elected to adopt SFAS 109 on a prospective Basis as a 
change in accounting principle , resulting in a noncash charge of 
$ 570.7 million ($ 0.71 per share) that represents the cumulative 
effect of the change related to years prior to 1992. The cumulative 
effect principally represents the recording of deferred tax liabilities 
related to identifiable intangible assets that have no tat Bases. These 
deferred tax liabilities would Be paid only in the unlikely event the 
related intangiBCe assets were sold in taxable, transactions. The cumu¬ 
lative effect impact related to intangiBCe assets was partially offset by 
a reduction of previously recorded net deferred tax liabilities , prin¬ 
cipally related to property, plant and equipment, to reflect the impact 
of lower U.S. tax rates provided by the To# Reform Act of 1986. 

The identifiable intangible assets driving the cumulative effect 
include acquired trademarks, such as Smiths and Walkers (U.K.), 
Gamesa (Mexico) andKFC, and reacquired franchise rights arising 
jrom nontaxafife acquisitions offranchised bottling and restaurant 
operations. Under previous acquisition accounting rules, the fair 
vatues of these nondeductible reacquiredffanchise rights were reduced 
by the lost tax Benefits in order to determine the financial reporting 
carrying values. These Cost tax Benefit amounts, which were deter¬ 
mined on a discounted 6as is, effectively represented deferred tax 
liabilities . In accordance with SFAS 109, the carrying values of the 
reacquiredfranchise rights were "grossed-up" to present the lost to# 
Benefit amounts as deferred tax liabilities , and the related cumulative 
effect represents an adjustment to increase the liabilities to nominal 
(i.e., undiscounted) values. With respect to trademark intangibles, 
amortization of these assets is not deductible in the applicable tax 
jurisdictions whether acquired in taxable or nontaxable transactions. 
Therefore , the trademark fair values, which did not include any tax 
benefits, represented the carrying values, and the cumulative effect 
related to trademarks represents the recognition of the full amount of 
related deferred tax liabilities. 


Detail of the provision jbr income taxes on income jrom continu¬ 
ing operations Before cumulative effect of accounting changes: 



1992 

1991 

1990 

Current- federal . 

$413.0 

$315.5 

$301.5 

Foreign . 

170.4 

114.3 

1 12.8 

State. 

65.7 

51.5 

62.3 


649.1 

481.3 

476.6 

Deferred-Federal.. 

(18.8) 

63.5 

66.0 

Foreign . 

(33.5) 

25.3 

12.7 

State. 

0.3 

94 

7.9 


(52.0) 

98.2 

86.6 

$597.1 

$579.5 

$563.2 


The 1992 amounts presented above were calculated in accordance 
with STAS 109, and the 1991 and 1990 amounts were calculated in 
accordance with APB 11. The impact of adopting SFAS 109 related 
to 1992 was a decrease in pretax income of $20.7 million and a 
decrease in the deferred provision for income taxes of $33.7 million, 
resulting in an increase of $13.0 million ($0.02per share) in 
income Before the cumulative effect. Assuming no changes in enacted 
tax rates or other unusual events, the impact of SFAS 109 on 1993 
results is expected to approximate the 1992 net income benefit. 

The decrease in pretax income primarily reflects higher amortization 
expense related to reacquired franchise rights due to the required 
"gross-up" described above. The decrease in the deferred provision for 
income taxes related to SFAS 109 is due primarily to the recognition 
of tax benefits relaxed to amortization of identifiable intangible, assets 
with no tax basis. As these assets are decreased through amortiza¬ 
tion, the difference Between thejinancial reporting and tax Bases also 
decreases, resuCting in a decrease in the related required deferred tax 
liabilities. In 1992, tax Benefits of $57.5 million related to exercises 
of stock, options were allocated directly to capital. 

The 1991 and 1990 deferred provisions a rose principally from 
accelerated expense recognition jbr tax purposes as compared to finan¬ 
cial reporting. The 1991 deferred provision included amounts related 
to depreciation of property, plant and equipment of $56.2 million, 
amortization of intangibles of $49.0 million and increased prefund¬ 
ing of employee Benefits of $23.3 million, partially offset by 
$41.7 million related to restructuring charges. The 1990 deferred 
provision included amounts related to amortization of intangibles of 
$46.0 million and depreciation of property, plant and equipment of 
$40.6 million. 

U.S. andjbreign income from continuing operations Before income 
taxes and cumulative effect of accounting changes: 


_ 1992 1991 _ 1990 

U.S. $1,196.8 $1,054.3 $ 915.5 

Foreign . 702.0 605.4 7 38.3 

$1,898.8 $1 ,659.7 $1,653.8 


42 



















































PepsiCo operates centralized concentrate manujactur ing facilities 
in Puerto Rico and Ireland under long- term tax incentives, Tfte 
foreign amount in t fit above table includes approximately 50% (con¬ 
sistent witfi tfte aCCocationJor tax purposes) of the ineomejrom U.5. 
sales of concentrate manufactured in Puerto Rico. 

Reconciliation of the U.5. federal statutory tax rate to PepsiCo's 
effective tax rate on income from continuing operations, based on the 
dollar impact of these major components on tfte provision for income 
taxes: 



1992 

1991 1990 

U. S. federal s tatutory tax rate. 

. . . 34.0% 

34.0% 34.0% 

State income tax, net offederal 

tax Benefit. 

2.3 

2.4 1.9 

Effect of lower taxes on foreign income 

(including Puerto Rico and Ireland) . 

(5.0) 

(2.7) (4.4) 

NondeductiBGe amortization of domestic 

goodwill (allyears) and otfter intangi&le 
assets (1991 and 1990 only) . 0.9 

1.8 1.6 

Tax Basis difference related to joint 

venture stock offering . 

— 

1,6 

Otfier, net. 

(0.8) 

(0.6) (0.6) 

Effective tax rate. 

31.4% 

34.9% 34.1% 

Detail of tfte 1992 deferred tax assets 

* and liabilities: 

Deferred Deferred 

Tax As sets Tax Liabilities 

Current: 

Restructuring accruals. 

3 70.6 

— 

Otfter, net. 

154.9 

3 108.6 

Current deferred tax asset/liability . 

$ 225,5 

3 108.6 

Noncurrent: 

Postretirement Benefits. 

$ 230.8 

— 

Net operating loss carryforwards . 

130.0 

— 

Deferred state income taxes. 

63.3 

— 

identifiable intangible assets. 

— 

$1,292.2 

Property, plant equipment. 

— 

526.8 

Safe ftarBor leases. 

— 

185.6 

Zero coupon notes. 

— 

96,0 

Otfier, net. 

246.9 

124.6 

Noncurrent deferred tax asset/liability. . . 

3 671.0 

32,225.2 

Total deferred tax asset/liability Before 

valuation allowance. 

$ 896.5 

32,333.8 

Valuation allowance. 

(181.3) 

— 

Total deferred tax asset/iiability . 

3 715.2 

32,333.8 

Net deferred tax liability. 


$1,618.6 

Included in: 

"Prepaid expenses, taxes and otfter current assets' f . . . 

$ (107.9} 

"Otfter current liabilities” . 

"Deferred Income Taxes* . 


44.2 

1,6823 



31,618.6 


The vafuation allowance rose by $38.5 million in 1992, which 
offset higher deferred tax assets related to increased net operating loss 
carryforwards. Tfte current and noncurrent net operating loss 
carryforwards , wfticft totaled $138.6 million at year- end 1992 , 
included a?nounts related to several foreign and state juris dictio?ts 
witft various expiration dates. 

Tfte deferred tax liability for Safe Har6or Leases (tfte Leases) is 
related to transactions, wfticft PepsiCo entered into in 1981 aruf 
1982, tftat decreased income taxes paid By PepsiCo over the initial 
years of the Leases and are now increasing taxes payable. Additional 
taxes paid in 1992 related to tfte Leases totaled $5.2 million , and 
taxes pay aft le are estimated to Be $35.2 million over the next jive 
years, Tfte provision/or income taxes is not impacted by the Leases. 

Deferred tax liabilities have not been recognized for bases differ¬ 
ences related to investments in foreign subsidiaries and joint 
ventures. These differences , wfticft consist primaritp of unremitted 
earnings intended to Be indefinitely reinvested , aggregated approx¬ 
imately $2.4 Billion at year-erut 1992, exclusive of amounts that if 
remitted in the future would resuft in little or no tax under current 
tax laws and the Puerto Rico tax incentive grant. Tfte comparable 
amount at year-end 1991 was $1.8 billion. Determinationqftfte 
amount of unrecognized deferred tax liabilities is not practicable. 

Note 15 — Employee Incentive Plans 

PepsiCo has established certain employee incentivepldns under 
which stock options are granted. A stock option allows an employee 
to purcftase a sftare of PepsiCo Capital Stock (Stock) in tfte future at 
the fair market value on tfie date of tfte grant. 

Under tfte PepsiCo SharePower Stock Option Pfan, approved by 
the Board of Directors and effective in 1989, essentially ad 
employees other tftan executive officers, part-time and sftort-service 
employees may Be granted stock options annually . Tfte number of 
options granted is Based on eacft employee's annual earnings. Tfte 
options generally Become exercisaBle ratably over five years from the 
grant date and must Be exercised within 10 years of the grant date. 
SharePower options were granted to approximately 114,000 
employees in 1992 and 107,000 employees in 1991. 

Tfte shareholder-approvedl987 Long-Tkrm Incentive Plan (tfte 
Plan), which ftas provisions similar to plans in place in prior years, 
provides incentives to eligible senior and middle management 
employees. In addition to grants of stock options, which are generally 
exercisable Between 1 and 15 years from tfte grant date, tfte Plan 
allows for grants of performance share units (PSUs) to eligible senior 
management employees. A P5U is equivalent in value to a share of 
Stock at tfte grant date and vests for payment jour years from tfte 
grant date, contingent upon attainment of prescribed performance 
goals. PSUs are not directly granted, as certain stock options granted 
may Be surrendered by employees for a specified number of PSUs 
witftin 60 days of tfte option grant date. During 1992, 502,7 40 
stock options were sur rendered jbr 167,580 PSUs. At year-end 1992 
and1991, tftere were 484,698 and 809,099 outstanding PSUs, 
respectively. 
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Tfte Plan nfsn provides for stock appreciation rigftts (SAKs) and 
incentive stock units (ISUs). SARs were granted prior to 1991 and 
allowed eligible senior management employees to surrender an 
exercisable option for a payment representing tfte difference between 
the fair market vafue of Stock on the SAR exercise date and tfte 
option exercise price. Une^ercised 5ARs were canceled in 1991 at no 
cost. Prior to 1989, efigi 6 le middle management employees were 
granted ISUs rat her than stock options. ISUs vest for payment at 
specijted dates over a six year periodj and each ISU is equivalent in 
vafue to a share of Stock at tftose respective dates. At year-end 1992 
and1991, there were 127,565 and 162,591 outstanding LSUs, 
respectively. 

Grants under tfte Ptan are approved by the Compensation Commit¬ 
tee of tfte Board of Directors (tfte Committee), wftieft is composed of 
outside directors. Payment of awards other than stock options is 
made in cos ft and/or Stock as approved by the Committee, and 
amounts expensed for such awards were $11 midion, $15 million 
and $13 million in 1992,1991 and1990, respectively Under tfte 
Ptan, a maximum of 54 million sftares of Stock can Be purchased or 
paid pursuant to grants. Tftere were 22 miffion and 32 midion 
shares available for future grants at year-end 1992 and 1991, 
respectively 

1992 and1991 activity for tfte stock option plans was as Jaftows 


(in thousands): 

SharePower 

Long-Term 

Incentive 

Outstanding at 

Deoemfter 29, 1990. 

17,227 

26,874 

Granted.. . . . . 

9,249 

2,195 

Lxexcised . 

(325) 

(950) 

Surrendered for PSUs. 


(50) 

Surrendered for SARs. 


(15) 

Canceled. 

(2,350) 

(220) 

Outstanding at 

DecemBer 28, 1991 . 

23,801 

27,834 

Granted. 

8,477 

12,653 

Exercised . 

(1,155) 

(5,155) 

Surrendered for PSUs . . 

— 

(503) 

Canceled . 

(2,527) 

(1,839) 

Outstanding at 

December 26, 1992 . . 

28, 796 

32,990 

E?cercisab(e at 

December 26 , 1992 . . 

8,164 

10,659 

Option prices per share: 

Pxercised during 1992 . 

. . $17.58 to $35.25 

$4.11 to $29.88 

Exercised during 1991. 

. . $ 17.58 to $29.25 

$4.11 to $26.44 

Outstanding at 
year-end 1992 . 

. $17 .58 to $35.25 

$4.11 to $38.75 


Nate 16—Discontinued Operation Charge 

Tfte discontinued operation eftarge of $14.0 million ($13.7 after-tax 
or $ 0.02 per share) represents additional amounts provided in 1990 
for various pending lawsuits and claims relating to a Business sold in 
a prior year. Substantially all of the charge is a capitaf toss for which 
PepsiCo has derived no tax benefit. 


Note 17 Joint Venture Stocft Offering 

In 1990, PepsiCo recorded an unusuaf gain of $118.2 million 
($53.0 after-to# or $0.07 per share) related to an initialpublic 
offering (IPO) to Japanese investors By PepsiCo's KFC joint venture 
iujapan (KfC-J). KFC-J's principal sftareftolders are Mitsufiisfti 
Corporation and PepsiCo. Tfte IPO consisted of 6.5 midion shares of 
stock in KFC-J. Eacft principal shareholder sold 2.25 million sftares, 
and KFC-J sold an additional two million new shares. PepsiCo's safe 
of 2.25 miffion shares generated pretax cas ft proceeds of $129.6 
million. 

The gain fromthe IPO consistedof a $94.3 million gain ($42.3 
after-tut) from PepsiCo’s sale of the 2.25 million sftares and a $23.9 
midion ($10.7 after-tax) noncasft equity gain from tfte sale of the 
two midion new sftares by KFC-J. As a resuft of tftese transactions, 
each principal shareholder’s interest declined from 48.7% 1 0 30.5%. 
Tfte elective tax rate on tfte gain was 55.2%, reflecting tfte relatively 
law U.S. tax Basis of PepsiCo's investment in KFC-J comparedto 
its 600 k vafue, wftieft inefuded nondeductiBle intangiBle assets. 

Note 18 — Fair Value of Financial Instruments 

PepsiCo's ftnanciaf instruments include cash cash equivalents, 
short-term investments, de 6 t, interest rate swap agreements, cur¬ 
rency exchange agreements and guarantees. Because of the sftort 
maturity of cas ft equivalents and investments wftieft mature in less 
tftan one year, tfte carrying value approximates fair value. The fair 
value of investments wftieft mature in more tftan one year is Based 
upon market quotes. Tfte fair vafue of deBt issuances, interest rate 
swap agreements and currency exchange agreements is estimated 
using market quotes, vafuation models and calculations Based on 
market rates. The fair vafue of guarantees is Based upon the projected 
cost to terminate or otfterwise settle tfte 06 fixations wit ft tfte coun¬ 
terparties. At year-end 1992, tfte carrying vafue of all financial 
instruments approximatedfair value. 

Note 19 — Contingencies 

PepsiCo is suBject to various claims and contingencies related to 
lawsuits, taxes and other matters arising out of the nor mat course of 
Business. Management Befieves tftat tfte uftimate liability, if any, 
arising from sueft claims or contingencies is not likely to have a 
material adverse effect on PepsiCo’s annuaf results of operations or 
financial condition. At year-end 1992 and 1991, PepsiCo was con- 
tingentfy fiaBCe under guarantees aggregating $200 midion and $86 
million, respectively . Tfte guarantees are primarily issued to support 
jtnanciaf arrangements of certain restaurant and Bottfing jraneftisees 
and PepsiCo joint ventures. PepsiCo manages tfte risk associated 
witft tftese guarantees by performing appropriate credit reviews in 
addition to retaining certain rights as a franchisor or joint venture 
partner. 
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Management's ResponsibiCity for Fimmciaf Statements 

To Our Shareholders: 


Management is responsible for the reliability of the consolidated 
financial statements and related notes, which have been prepared in 
conformity with generally accepted accounting principles and include 
amounts based upon our estimates and judgments, as required. The 
financial statements have been audited and reported on by our inde¬ 
pendent auditors , KPMG Peat Marwick, who were given free access 
to all financial records and related data, including minutes of the 
meetings of the Board of Directors and Committees of the Board . We 
Believe tftat tfte representations made to the independent auditors 
were valid and appropriate. 

PepsiCo maintains a system of internal control over financial 
reporting designed to provide reasonable assurance as to tfte 
reliafiifity of the financial statements. Tlte system is supported by for¬ 
mal policies and procedures, incltufing an active Code of Conduct 
program intended to ensure key employees adhere to the highest stan¬ 
dards of personal and profess ionaf integrity. PepsiCo's internal audit 
junction monitors and reports on tfte adequacy of and compliance 
with the internal contra l system, and appropriate actions are taken to 
address control deficiencies and otfier opportunities jor improving tfie 
system as tftey are identified. Tfte Audit Committee of the Board of 
Directors, wftieft is composed solely of outside directors, provides 
overs igftt to the financial reporting process tftrougft periodic meetings 
witft our independent auditors, intermd auditors and management. 
Botft our independent auditors and internal auditors have free access 
to tfte Audit Committee. 


Altftougfi no cost effective inter not control system will preclude ad 
errors and irregularities, we Believe our controls provide reasonable 
assurance tftat the financial statements are reliable. Late in 1992, 
tfte Committee of Sponsoring Organizations of tfte Treadway Com¬ 
mission issued a report, "Internal Control— Integrated Framework," 
wftieft defines criteriajdr effective internal control over financial 
reporting. Tftese criteria will be considered in assessing our internal 
control system. 


Wayne Calloway 

Cftairman of tfte Board and Chief Executive Officer 


Robert G. Dettmer 

Executive Vice President and Chief Financial Officer 


Robert L. Carleton 

Senior Vice President and Controller 

December 26,1 992 


Report of KPMG Peal Marwick, Independent Auditors 


Board of Directors and Shareholders 
PepsiCo , Inc. 

We ftave audited tfte accompanying consolidated balance sheet of 
PepsiCo, Inc, and subsidiaries as of December 26, 1992 and 
December 28, 1991, and tfte related consolidated statements of 
income, shareholders' equity, and cashflows for each of tfte years in 
tfte tftree-year period ended Decemfter 26,1992, appearing on pages 
28, 29, 30, 32, 34 and 36 tftrougfi 44. These consolidated finan¬ 
cial statements are the responsibility of PepsiCo, Inc/s management. 
Our responsibility is to express an opinion on tftese consolidated 
financial statements based on our audits. 

We conducted our audits in accordance witft generally accepted 
auditing standards. Tftose standards require tftat we plan and perform 
tfte audit to ofttain reasonable assurance about wftetfter the financial 
statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting tfte amounts and dis¬ 
closures in tfte financial statements. An audit also includes assessing 
tfte accounting principles used and significant estimates made by 
management, as wed as evaluating the overall financial statement 
presentation. We 6etieve tftat our audits provide a reasonable Basis 
for our opinion. 


In our opinion, tfte conso lidated financial statements referred to 
above present fairly, in ad material respects, the financial position 
of PepsiCo, Inc. and subsidiaries as of December 26, 1992 and 
December 28,1991, and tfte results of its operations and its 
cashflows for eaeft of tfte years in tfte three-year period ended 
December 26,1992, in conformity witft generally accepted account¬ 
ing principles. 

As discussed in Notes II and 14 to tfte conso lidated financial 
statements, PepsiCo, Inc. adoptedtfteprovistons of tfte Financial 
Accounting Standards Board's Statements of Financial Accounting 
Standards No. 106, "Employers' Accounting for Postretirement Ben¬ 
efits Otfter Tftan Pensions" and No. 109, (( Accounting for Income 
Taxes" in 1992. 

A M 

KPMG Peat Marwick 
New Tork, New York 
February 2,1993 
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Selected Financial Data 

(in millions except per sBare and employee 
amounts, unaudited) 

PepsiCo, Inc. and5uB$idiaries 


Summary of Operations 

Net Sales. 

Cost of sales and operating expenses 

Interest expense. 

Interest income. 


Incomefrom continuing operations Before income taxes 

and cumulative effect of accounting changes . 

Provision for income taxes. 

Income from continuing operations Before cumulative 
effect of accounting changes . 

Cumulative effect of accounting changes . 

Net income..... 

Per Sftare Data 

Income from continuing operations Before cumulative 

eject of accounting cBanges. 

Cumulative eject of accounting changes . 

Net income. 

Cash dividends declared. 

Average s Bares ami equivalents outstanding. 

Casfi. Plow Data<9) 

Net casB provided by continuing operations. 

Acquisitions and investments in affiliates for cash . . . 
Purchases of property, plant and equipment for cash . . , 
CasB dividends paid . 

Year-End Position 

Tbtalassets. 

Long-termdeBt. .. 

Total de£t^. 

Shareholders'equity . 

Per s Bare. 

Market price per sBare. 

SBares outstanding . 

Employees.. .. 

Statistics 

Return on average shareholders' equity W. 

Historical cost net deBt ratio 0). 

Market net deBt ratio ... 


Growth Rates 


Compounded Annual 


10-Tear 
1982-92 

5-Tear 

1987-92 

1-Year 

1991-92 

1992 t*) 

1991 

13.4% 

14.8% 

13.9% 

$21,970.0 

19,292.2 




19,598.8 

586.1 

(113.7) 

17,180.4 

613.7 

(161.6) 




20,071.2 

17,632.5 

15.9% 

15.0 % 

14.4% 

1,898.8 

597.1 

1,659.7 

579.5 

20.4 % 

16.6 % 

20.5% 

$ 1,301.7 

1,080.2 




$ (927.4)< 6 > 

— 

5.3% 

(8.8)% 

(65.3)% 

$ 374.3 

1,080.2 


21.0% 

15.9% 

19.3% 

$ 1.61 

1.35 




$ (1.15)< 6> 

- 

5.5% 

(9.6)% 

(65.9)% 

$ 0.46 

1.35 

11.2% 

18.0% 

10.9% 

$ 0.510 

0.460 




806.7 

802.5 

15.2% 

15.2% 

11.6% 

$ 2,711.6 

2,430.3 




$ 1,209.7 

640.9 

13.2% 

15.0% 

6.3% 

$ 1,549.6 

1,457.8 

10.7% 

18.1% 

15.2% 

5 395.5 

343.2 

17.9% 

18.4% 

11.6% 

$20,951.2 

18,775.1 

25.2% 

25.3% 

2.0% 

$ 7,964.8 

7,806.2 

23.7% 

21.9% 

7.9% 

$ 8,671.6 

8,034.4 




$ 5,355.7 

5,545.4 

13.1% 

15.9% 

(4.7)% 

$ 6.70 

7.03 

27.4% 

30.3% 

25.2% 

$ 42 Vi 

33 3 /4 




798.8 

789.1 

10.8% 

10.6% 

10.1% 

3 72,000 

338,000 




23.9% 

20.7 




45% 
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17% 

19 


Certain amounts for 1991-1968 in tBe Summary/ of Operations aBove Bave Been restated. (See Note 1.) 

Ad sBare and per sBare amounts reflect tBree-jbr-one stock splits in 1990 and 198 6. 

(a) Includes $193.5 in unusual charges ($128.5 after-tax or $0.16 per sBare). (See Note on page 28.) 

(6} Represents cumulative eject of adopting SEAS106, ‘Employer? Accounting for Postretirement Benefits OtBer TBan Pensions/' andSFAS 109, "Account ingfjr Income Taxes." 
Prior years were not restated for SFAS106 or SFAS109, (See Notes 11 and 14,) 

(c) Includes $170.0 in unusual charges ($119.8 after-tax or $0,15 per sBare). (See Note on page 28.) 

(d) Fiscalyears 1988 and 1983 eacB consisted of 53 weeks. Normally, fiscalyears consist of 52 weeks; Bowever, Because the fiscal year ends on tBe last Saturday in December, a week 
is added every 5 or 6 years. 

(e) Includes a $ 156.0 unus uat charge ($62.0 after-tax or $0.07 per s Bare) related to a program to sell several internalionaX Bottling operations . 

(f) Includes a $ 79.4 unusual cBarge ($79.4 after-tax or $0.03 per share ) related to a reduction in net assets of certain international Bottling operations. 

(g) Cashflows from other investing and financing activities, wBitB are not presented, are an integralpart of total cashflow activity. 

(B) Total deBt includes short-term Borrowings and long-term deBt, which for 1990 tBrougB 1987 included a nonrecourse oBfigatim. 

(i) TBe return on average sBareBolders' equity is calculated using income from continuing operations Before cumulative eject of accounting cBanges. 

(j) TBe Bistorieaf cost net deBt ratio represents net deBt, wBicB is total deBt reduced by the proforma remittance of investment porjblios Beld outside tBe U.S., as a percent of capital 
employed (net deBt, otBer liabilities, deferred income taxes and sBareBoGders' equity). For 1990 tBrougB 1987, total debt was also reduced by the nonrecourse obligation in tBe 
calculation of net deBt. 

(k) TBe market net deBt ratio represents net deBt (see Note j) as a percent of net deBt plus tBe market value of equity, Based on tBe year-end stock price. 
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1990 

1989 

1988 «0 

1987 

1986 

1985 

1984 <4 

1983 (<0 

1982 05 

17,515.5 

15,049.2 

12,381^4 

11,018.1 

9,017.1 

7,584.5 

7,058.6 

6,568.6 

6,232.4 

15,355.2 

13,276.6 

11,039.6 

9,890.5 

8,187.9 

6,802.4 

6,479.3 

5,995.7 

5,684.7 

686.0 

607.9 

342.4 

294.6 

261.4 

195.2 

204.9 

175.0 

163.5 

(179.5) 

(175.3) 

(120.5) 

(112.6) 

(122.7) 

(96.4) 

(86.1) 

(53.6) 

(49.1) 

15,861.7 

13,709.2 

11,261.5 

10,072.5 

8,326.6 

6,901.2 

6,598.1 

6,117.1 

5,799.1 

1,653.8 

1,340.0 

1,119.9 

945.6 

690.5 

683.3 

460.5 

451.5 

433.3 

563.2 

438.6 

357.7 

340.5 

226.7 

256.7 

180.5 

169.5 

229.7 

1,090.6 

901.4 

762.2 

605.1 

463.8 

426.6 

280.0 

282.0 

203.6 

— 

— 

- 

- 

— 

— 

- 

- 

- 

1,076.9 

901.4 

762.2 

594.8 

457.8 

543.7 

212.5 

284.1 

224.3 

1.37 

1.13 

0.97 

0.77 

0.59 

0.51 ' 

0.33 

0.33 

0.24 

1.35 

1.13 

0.97 

0.76 

0.58 

0.65 

0.25 

0.33 

0.27 

0.383 

0.320 

0.267 

0.223 

0.209 

0.195 

0.185 

0.180 

0.176 

798.7 

796.0 

790.4 

7 89.3 

786.5 

842.1 

862.4 

859.3 

854.1 

2,110.0 

1,885.9 

1,894.5 

1,334.5 

1,212.2 

817.3 

981.5 

670.2 

661.5 

630.6 

3,296.6 

1,415.5 

371.5 

1,679.9 

160.0 

— 

— 

130.3 

1,180,1 

943.8 

725.8 

770.5 

858.5 

770.3 

555.8 

503.4 

447.4 

293.9 

241.9 

199.0 

172.0 

160.4 

161.1 

154.6 

151.3 

142.5 

17,143.4 

15,126.7 

11,135.3 

9,022.7 

8,027.1 

5,889.3 

4,876.9 

4,446.3 

4,052.2 

5,899.6 

6,076.5 

2,656.0 

2,579.2 

2,632.6 

1,162.0 

668.1 

797.8 

843.2 

7,526.1 

6,942.8 

4,107.0 

3,225.1 

2,865.3 

1,506.1 

948.9 

1,073.9 

1,033.5 

4,904.2 

3,891.1 

3,161.0 

2,508.6 

2,059.1 

1,837.7 

1,853.4 

1,794.2 

1,650.5 

6.22 

4.92 

4.01 

3.21 

2.64 

2.33 

2.19 

2.13 

1.96 

25 5 A 

21 3 /s 

13% 

11% 

8 3 /4 

7Vs 

4 5 /* 

4% 

3 3 /4 

788.4 

791.1 

788.4 

781.2 

781.0 

789.4 

845.2 

842.0 

840.4 

308,000 

266,000 

235,000 

225,000 

214,000 

150,000 

150,000 

154,000 

133,000 

24.8 

25.6 

26.9 

26.5 

23.8 

23.1 

15.4 

16.4 

12.7 

47 

51 

37 

35 

40 

24 

11 

23 

30 

22 

24 

20 

18 

23 

12 

7 

16 

20 


Net Sales 

(5 In Miffions) 

2 2000 

1 8000 

14000 

10000 

6000 

2000 
0 



Income Per Share from 
Continuing Operations * 

(In Dotiars) 

2.0 



: 0.0 
82 84 86 88 90 92 


*B cforz cumulative ejfjfect of 
a£countin^ changes in 1032. 
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Quarterly Financial Data 





(in millions except per share amounts, unaudited) 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Full Tear 

(12 Weeks) 

(12 Weeks) 

(12 Weeks) 

(16 Weeks) 

(52 Weeks) 

1992 1991 

1992 1991 

1992 1991 

1992 1991 

1992 199 1 


Net sales. 

$4,497.3 

4,037.8 

5,126.4 

4,606.1 

5,548.3 

4,807.1 

6,798.0 

5,841.2 

21,970.0 19,292.2 

Gross profit. 

$2,327.4 

2,103.7 

2,704.4 

2,399.1 

2,892.3 

2,484.5 

3,553.3 

3,026.3 

11,477.4 10,015.6 

Income before income ta*es and 

cumulative eject of accounting changes 

$ 

349.3 

312.5 

563.1 

486.4 

616.0 

431.0< 6 > 

370.4 « 

429.8(0 

1,898.8 W 

1,659.7 

Provision-far income ta*es. 

$ 

114.3 

107.1 

184.3 

168.1 

193.7 

145.6 

104.8 

158.7 

597.1 

579.5 

Income before cumulative eject of 

accounting changes. 

$ 

235.0 

205A 

378.8 

318.3 

422.3 

285.4 

265.6 

271.1 

1,301.7 

1,080.2 

Cumulative effect of accounting changes : 

Postretiremen! Benefits . 

5 

(356.7)w 

~ 

— 

— 

— 

— 

— 

— 

(356.7) 

— 

Income Ta^es. 

5 

(570.7JW 

— 

— 

— 

— 

— 

— 

— 

(570.7) 

— 

Net income (loss) . 

$ 

(692.4) 

205.4 

378.8 

318.3 

422.3 

285.4 

265.6 

271.1 

374.3 

1,080.2 

Income (charge) per share: 

Income before cumulative effect of 

accounting changes. 

$ 

0.29 

0.26 

0.47 

0.39 

0.53 

0.36 

0.32 

0.34 

1.61 W 

1.35 

Cumulative eject of accounting 

changes. 

S 

(1.15)'“) 

— 

— 

— 

— 

— 

— 

— 

(1.15) 

— 

Net income (toss) per share. 

$ 

(0.56) 

0.26 

0.47 

0.39 

0.53 

0.36( 6 > 

0.32W 

0.34CO 

0.46 < c > 

1.35 


The amounts for the, first three quarters of 1992 and for ad quarters of 1991 have been restated to report under the equity method of accounting certain previously consolidated 

international snaehjbod businesses contributed to the new Snath Ventures Europe (5VE) joint venture with General Mitts, Inc. in fate 1992, The restatement had no eject on net 

income. (See Note 1.) 

(a) Represents cumulative eject related to years prior to 1992 of adapting SEAS 106, "Employers' Accounting for Postretirement Benefits Other Than Pensions," anti 5 FAS 109, 
"Accounting for Income Taxes." (See Notes 11 and 14,) 

(b) Indudes unusual charges totaling $100.4 ($62,4 after-tax or $0,08 per share) consisting of a $91.4 restructuring charge at do mest ic snack foods and a KFC charge of $9.0 
rdated to a delay in the U.5, rod-out of a new produet. 

(c) Includes unusual charges totaliiuj $193,5 ($125.5 after-ta* or $0.16 per share) consisting of restructuring charges of $115.4 at domestic beverages, $29,6 at international 
beverages, $40.3 at international snack foods and $5,2 related to SVE. 

(d) Includes unusual charges totaling $69.6 ($57.4 after-tax or $0.07 per share) consisting of restructuring charges of $34.0 at KFC and $35.6 at international snaehjdods. 

(e) Includes the current year eject of adopting SEAS 106, which decreased full-year income before income taxes and cumulative eject of accounting changes by $52,1 ($32.3 after-ta# 
or $0.04 per share), and SFAS109, which decreased full-year income before income taxes and cumulative eject of accounting changes by $20.7 and the provision for income taxes 
by $33.7, resulting in an increase in income before cumulative eject of accounting changes of S 13.0 ($0.02 per share). 
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Capital Stock Informal uni 


Stoch Trading Symhof 

TE/2 

Stock Exchange Listings 

The Newark Stock Exchange is the principaf market for PepsiCo 
Capitaf Stock, which is aCso fisted on tlxe Midwest, Basef, Geneva, 
Zurich , Amsterdam amf Tokyo Stock Exchanges. 

Shareholders 

Atyear-tnd 1992, there were approximately 143,000 shareholders 
of record. 

Dividend Poticy 

Cash dividends are declared quarterCy. Quarterly cash dividends have 
been paid since PepsiCo was formed in 1965, arut dividends have 
increased for 21 consecutive years. 

Dividends Declared Per Share 

(In CentsJ 



Consistent with PepsiCo's current payout target of approximately 
one-third oft fie prior year's income, tfie 1992 dividends declared rep¬ 
resented 38% of 1991 incomefrom continuing operations. 

Divittemfs Declared Per Share (in cants) 


Quarter 

1992 

1991 

1 

12 

10 

2 

13 

12 

3 

13 

12 

4 

13 

12 

Totaf 

51 

46 


Stoch Prices 

The high , low and dosing prices for a sfiare of PepsiCo Capitaf Stock 
on the New lork Stock Exchange, as reported by The Dow Jones 
News/Retrieval Service, for each fiscal quarter of1392 and 1991 
were as follows (in dollars): 


1992 

High 

Low 

Ctose 

Fourth Quarter 

43 

36% 

42% 

Third Quarter 

38Ve 

34% 

3 7% 

Second Quarter 

3 8% 

32% 

36 

First Quarter 

35% 

30% 

32% 

1991 

Fourth Quarter 

33% 

27 

33% 

Third Quarter 

33Vz 

27% 

29% 

Second Quarter 

35% 

29% 

30% 

First Quarter 

35% 

23% 

32% 


Stock Performance 

PepsiCo was formed through the 1965 merger of Pepsi-Cold 
Company and Frito-Lay, Inc. A $1,000 investment in our stock 
made in 1965 was worth approximately $64,000 on December 26, 
1992, assuming the reinvestment of dividends. This performance 
represents a compounded annuaf growth rate of 16%. The chart 
on the back cover shows growth for t he years 1 982 to 1992, 
when the totaf return to shareholders grew at a compounded annuaf 
rate of 30%. 

As the chart showing the comparison of monthly market price per¬ 
formance illustrates, the return on PepsiCo Capitaf Stock compares 
favorably with the performance of the Standard it Poor's Industrials 
over the past fveyears. 

The chart showing year-end market price of stock represents the 
closing price for a share of PepsiCo Capital Stock on the New York 
Stock Exchange, as reported 6y the Dow Jones News/Retrievaf 
Service for the end of each fscal year 1982-1992. 

Past performance is not necessarily indicative of future returns on 
investments in PepsiCo CapitafStock. 


Comparison of Monthly 
Market Price Performance 

(Closing Price Indexed at 12/31/S?) 



Peps lC c S&P Industrials 


Tear-End Market 
Price Of Stock 
(In Dollars} 

i . 45 
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PepsiCo Directors 



Arnold R. Weber, 63, Presi¬ 
dent of Northwestern University. 
Elected 1378. Chairman: Audit 
Committee. Dr Weber has held vari¬ 
ous government positions including 
Executive Director of the Cost of 
Living Councif and Associate Direc¬ 
tor of the Office of Management 
and" Budget. Director: Aon Corp., 
Burlington Northern, Inc,, 

Household Received (es Bunding 
Corporation, Inland Steel Company, 
The TVibune Co. 

Wayne Calloway, 57, 

Cfiairmau of the Board and Chief 
Executive Officer, PepsiCo, Inc. 
Efectedl9S3. Mr. Calloway joined 
PepsiCo in 1967. He became 
President and Chief Operating Officer 
of Frito-Lay, Inc. in 1976 and 
Chairman of the Board and Chief 
Executive Officer of Frito-Lay in 
1975. Mr. Calloway became Execu¬ 
tive Vice President and Chief 
FirmnciaC Officer of PepsiCo in 1953 
and President and Chief Operating 
Officer in 1955. He assumed his 
current position in 195 6. Director: 
Citicorp, General Electric Company, 
Exxon Corporation. 

Robert E. Allen, 55, Chairman 
of the Board and Chief Executive 
Officer, American Telephone and 
Telegraph Co. Elected1990. Mr. 

A lien began his career at AT&T in 
1957. He was elected President and 
Chief Operating Officer in 1986 and 
assumed his present responsibilities 
in 1958. Director: Bristo l-Myers 
Squibb Company. 



Andrall E . Pearson, 67, 

Professor, Harvard Business School 
Elected1970. Mr. Pearson was 
PepsiCo's President and Chief Oper¬ 
ating Ojfjicer from 1971 through 
1984. Director: Kendall Company, 
May Department Stores Company, 
Primerica Corp., Lexmark Inter¬ 
national Inr. Director and Limited 
Partner: Clayton & Du Bilier, Inc. 

Roger B. Smith, 67, Retired 
Chairman and Chief Executive 
Officer, General Motors Corp. Elected 
1989. Mr. Smith joined General 
Motors Corp. in 1949 and 6ecame 
its Chairman and Chief Executive 
Officer in 1981. Director: Citicorp , 
General Motors, InternationalPaper 
Co., Johnson & Johnson, 



P. Roy VageloSj 63, Chairman 
of the Board and Chief Executive 
Officer, Merck & Co., Inc. Elected 
1992. Dr, Vagelos joined Merck 
in 1975 and became President and 
Chief Executive Officer in 1985, 

He became a director in 1384 and 
Chairman in 1986. Director: The 
Prudential Insurance Company 
of America, Inc. 

Roger A. Enrico, 48, Chair¬ 
man and Chief Executive Officer of 
PepsiCo Worldwide Foods. Elected 
1987. Mr. EnricojoinedPepsiCo in 
1971. He became Executive Vice 
President of Pepsi-Co la USA in 
1982 and President and Chief 
Executive Officer of that division in 
1383. He became President and Chief 
Executive Ojfjicer of PepsiCo World¬ 
wide Beverages in 1986, Chairnum 
and Chief Executive Officer of 
Frito-Lay, Inc. in 1991 and as¬ 
sumed his present position in 1992. 
Director: Dayton Hudson Corporation. 

Sharon Percy Rockefeller, 

48, President and Chief Executive 
Officer, VVETA pud tie stations in 
Washington, D.C. Elected 198 6. 

Mrs, Rockefeller was a member of the 
Board of Directors cfWETAjrom 
1985 to 1989 and assumed her pres¬ 
ent position in 1989. She was a 
member of the Board of Directors of 
the Corporationfor Public Broadcast¬ 
ing untif 1992 and has also been a 
member of the Democratic National 
Committee. Director: Public Broad¬ 
casting Service, Washington, D. C. 



JohnJ. Murphy, 61, Chairman 
and Chief Executive Officer of 
Dresser Industries. Elected1984. 

Mr. Murphy joined Dresser in 
1952 and was elected Chairman and 
Chief Executive Officer in 1983. 
Director: NationsBank Corporation, 
Kerr-McGee Corporation. 

John E Ahers, 58, Chairman 
of the Board and Chief Executive 
Officer of International Business 
Machines Corporation. Elected 19 91. 
Mr. Akers joined IBM in 1960, has 
been Chairman and Chief Executive 
Officer since 1986. Director: The 
NewTork Times Company 

Robert H. Stewart , III, 67, 

Vice Chairman of Bank One, Texas, 
N.A. Elected 1965. Chairman: 
Compensation Committee. Mr. 
-Stewart 6ecame Chairman of the 
Board of First Repub ficBank Corpora¬ 
tion in 1987, a position he held until 
joining LaSalle Energy Corp., where 
he was Vice Chairman of the Board 
from 1987 until its sale in 1989. 

Mr. Stewart then became Vice Chair¬ 
man of Team Bank, assuming his 
present position in 1992 upon the 
acquisition of Team Bancs hares Inc. 
by'BANC ONE CORPORATION. 
Director: AKCO Chemical Co. 
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Principal Divisions and Corporate Officers 

i, Listings for Division Presidents and Executive Officers include age and years of PepsiCo experience as of March 31, 1993.) 


Executive Offices 

Purchase , Nw York 10577 
(914) 253-2000 


Divisions 

Pepsi-Cota North America 
1 Pepsi Way 

Somers, New York 1055 9 
(914) 767-6000 

Craig L. Weatherup, President and 
Chief Executive Officer, 47,18 years 

Peg si-Cola International 
1 Pepsi Way 

Somers, New York 10589 
(914) 767-6000 

Christopher A. Sinclair, President and- 
Chief Executive Officer, 42,10 years 

PepsiCo Worldwide Foods 

7701 Legacy Drive 

pCano, Texas 75024 

(214) 334-7000 

Roger A. Enrico, Chairman aruf 

Chief Executive Officer, 48, 21 years 

Frito-Lay, Inc. 

7701 Legacy Drive 
Plano, Texas 75024 
(214) 334-7000 

Steven 5 Reinemund, President and 
Chief Executive Officer, 44, 8 years 

PepsiCo Foods Internationaf 
7701 Legacy Drive 
Phmo, Texas 75024 
(214)334-7000 

Rogefio M. Rebottedo, President and 
Chief Operating Officer , 48,16 years 

Pizza Hut Wortdwide 

9111 East Douglas 

Wichita, Kansas 67207 

(316) 681-9000 

Allan S. Huston, President and 

Chief Executive Officer , 49, 21 years 

Taco Bed Wortdwide 
17901 Von Karman 
Irvine, California 92714 
(714) 863-4500 
John E. Martin, President and 
Chief Executive Officer, 47, 9 years 

Kentucky Fried Chicken Corporation 

1441 Gardiner Lane 

Louisville, Kentucky 40213 

(502) 4 56-8300 

John M. Cranor HI, President and 

Chief Executive Officer, 46 ,15 years 

PepsiCo Food Systems 
Two Gafteria Tower 
13455 NoeC Road, Suite 2100 
Dallas , Texas 75240 
(214) 338-7280 

Robert C Hunter, President, 44,18 years 


Co-founder of PepsiCo, Inc, 

DonaldM. Kendaft 

Chairman of the PepsiCo Foundation, 

45 years of PepsiCo experience 


Officers 

Wayne Calloway 

Chairman of the Board and 

Chief Executive Officer, 57, 26 years 

Robert G. Dettmer 
Executive Vice President and 
Chief Financial Officer, 61, 20 years 

Dick W. Boyce 
Senior Vice President, 

Strategic Planning, 3 8, under 1 year 

Robert L. Carfeton 
Senior Vice President and 
Controller, 52, 1 8 years 

Donovan R. Chris top hers on 
Senior Vice President, Restaurant 
Development, 60,12 years 

J. Roger King 
Senior Vice President, 

Personnel, 52, 23 years 

EdwardV Lahey, Jr. 

Senior Vice President, Generaf 
Counsef and Secretary, 54, 27 years 

Joseph F McCann 
Senior Vice President, 

Public Affairs, 52, 20 years 

Leonard Schutzman 

Senior Vice President, 46,16 years 

Kenneth T. Stevens 
Senior Vice President and 
Treasurer, 41, 2 years 

Robert O. Barber 

Vice President and 

Assistant Controller, 43,1 5years 

John S. Bronson 

Vice President, Compensation 

and Benefits, 45,13 years 

JohnT. Cahill 

Vice President, Corporate Finance and 
Assistant Treasurer, 35, 3 years 

Gerard W. Casey 
Vice President and 

Associate Generaf Counsef, 50 ,23 years 

Douglas M. Cram 
Vice President and 

Assistant General Counsef, 50,19 years 
Allan B. Deering 

Vice President, Management Information 
Services, 58,12 years 


Lawrence F. Dickie 

Vice President, Associate Generaf Counsef 
and Assistant Secretary, 50,16 years 

Robert S. Enright 

Vice President, Taxes, 46, 4years (Deceased) 

John W. Ewing 
Vice President, 

Human Resources, 63, 39 years 

WiffiamA. Finkelsteiu 
Vice President and 

IntefCectuaf Property Counsef, 45,19 years 

John J, Flaherty 

Vice President and 

General Auditor, 53,11 years 

Richard A. Goodman 

Vice President, Corporate Strategic 

Planning, Internationaf, 44, lyear 

Ronald £. Harrison 
Vice President, 

Community Affairs, 57, 28 years 
David D. Hatch 

Vice President, Organization and 
Management Development, 39, 8 years 

Joseph J, Joyce 
Vice President and 

Assistant Generaf Counsef, 49, 21 years 
Tim E Kahn 

Vice President, Corporate Strategic 
Planning, Restaurants, 39,12 years 

Jay M. Kus finer 

Vice President, Internationaf 

Tax Planning, 36, 8 years 

Fred S, McRo6ie 
Vice President and 

Assistant Generaf Counsef, 51, IS years 

Ronnie Mifter Hasday 
Vice President, 

Corporate Personnef, 44,17 years 

Margaret D. Moore 

Vice President, Investor Relations, 

45,19 years 

Claudia E, Morf 

Vice President, Corporate Finance and 
Assistant Treasurer, 41 ,11 years 

David E. Scherb 
Vice President, 

Compensation, 44, 5 years 

Peter R. Thompson 

Vice President, Corporate Finance and 
Ass istant. Treas urer, 43,15 years 

David L. Wright 

Vice Pres ident, G overnment Affairs, 

44, 8 years 
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Sfiarefiotder Information 

Inquiries Regarding Tour Stock Holdings 

Registered Shareholders (Shares are field by you, in your name): 

Questions onyour statement, dividend payments, address changes or 
other matters should be directed to: 


Chemical Bank or 

Security Holder Relations 
P.O. Bo* 24935 
Church Street Station 
New Yorkj New York 10249 
Telephone: (212) 613-7147 
(800) 647-4273 


Manager, Shareholder Relations 
PepsiCo , Inc. 

Purchase, New York 10577 
Telephone: (914) 253-3055 


In all correspondence or phone inquiries, please mention PepsiCOj 
your name as printed onyour stock certificate, your social 
security number, your address and telephone number. 


Bene/tciaC Shareholders (Shares held by your broker in the name 
of the brokerage house): 

Questions should be directed to your broker on all administrative 
matters . 


SharePower Participants: Employee questions regarding your 
account, outstanding options or shares received through option exer¬ 
cises should be addressed to: 

Merrill Lynch/SharePower 
Stock Option Plan Services 
P.O. Bo* 30466 

New Brunswick , Netv Jersey OS 98 9 

Telephone; (800) 637-6713 (U.S., Puerto Rico and Canada) 

(908) 469-8877 (all other locations) 

In aff correspondence, please provide your account number (for U.S, 
citizens, this is your social security number), your address , your tele¬ 
phone number and mention PepsiCo SharePower , For telephone 
inquiries, please have a copy of your most recent statement available. 

Employee Benefit Pfan Participants: 

Capital Stock Purchase Plan (800) MHSHARE 

SaveUp (formerly 401-K or Long-term 

Savings) (800) 227-4015 

(617)472-3127 
(outside U.S.) 

ESOP (914)253-3737 

Please have a copy of your most recent statement available when call¬ 
ing with inquiries. 

Dividend Reinvestment Plan 


By enrolling in PepsiCo's Dividend Reinvestment Plan, which offers 
a stock certificate safekeeping feature, registered shareholders may 


increase their investment in our stocG through the reinvestment of 
dividends and voluntary cash investments up to $60,000 per year. A 
brochure explaining this convenient plan, for which PepsiCo pays all 
administrative costs, is available from our transfer agent: 

Chemical Bank 

Dividend Reinvestment Department 
P.O. Bo* 24850, Church Street Station 
New Yorkj New Ifrrk 10242 
Telephone: (212) 613-7147 
(800) 647-4273 

Financial Information 

Shareholders with questions regarding PepsiCo's performance are 
invited to contact: 

Margaret D. Moore 

Vice President, Investor Relations 

P epsiCOj Inc. 

Purchase, New York 10577 
Telephone: (914) 253-3035 

Shareholders who wish to receive, free of charge , copies of 
PepsiCo's Form 10-K and 10-Q reports filed with tfie 
Securities and Exchange Commission quarterly earnings 
releases or mid-year update, contact PepsiCo's Manager of 
Shareholder Relations. 

Independent Auditors 

KPMG Peat Marwick 

345 Park Avenue 

New York , New York 10154 

Annual Shareholders' Meeting 

The Annual Meeting of Shareholders will be held at PepsiCo 
World Headquarter^ on Anderson Hill Road, Purchastj New York at 
10 a.rn. (EDT), Wednesdayj May 5j 1993. Pro*iesfbr the meeting 
wiff be solicited by an independent pro*y solicitor. This Annual 
Report is not part of the proxy solicitation. 

PepsiCo's Annual Report contains many of the valuable trademarks owned and used 
by PepsiCo and its subsidiaries and affiliates in the U.S. and internationally to dis- 
tinguishproducts and services of outstanding quality. 

©PepsiCo, Tnc. 

Design; Eisenmnn <&' Enoch, Inc. 

Printing; The Bradley Printing Company 

Typography: Grid Typographic Services 

Photography : Stephen Wilkes 

Major Product Photography: Ben Roseutfiaf 

Chairman 's and Directors' Photography: Aten MaeWeeney 

Our thanks to the talented and flexible dancers from the Martha Graham Dance 
Company and the School of American Ballet who are featured in this report. 
Choreographer: Pascal Riouft 
Costumes; RussellVogter 

O Printed on recycled paper. 
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Values. Here are three gf 
out most important: 

Results — PepsiCo people 
are recognized and 
rewarded for achieving 
results. To create share- 
ho(der value, we must 
perform hriikantiy on 
millions cf consumer 
transactions each day. 

Integrity — At PepsiCo, 
integrity means more 
than corporate honesty. It 
tahes openness and trust 
to run a huge flexible 
corporation* Warmth and 
good* humor help, too. 

People — In the end, it J s 
always the special efforts 
of people that mahe great 
things happen. We value 
our employees, customers, 
business partners, 
jranchisees, suppliers amf 
shareholders. We /mow 
without them there would 
he no PepsiCo. 
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PepsiCo's total return to shareholders — 
stock appreciation pfus dividends 
reinvested —grew at a compounded 
> annual rate of 30% over tfie decade. 

Since PepsiCo was jbumfecf, that 
\ rate has been 16%. That means 

\ a $1,000 investment made 
in June 1365 was worth 
$64,000 at the end of1992. 




